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IN THE NAME OF CHARITY 
(d) the effect of the income, sales and 

excise taxes and estate duties on 
income and investment flows which 
effect the balance of international 
payment and economic relations with 
other countries; 

We must face the facts, the Federal, Provincial 
and Municipal Laws opposed to gambling in all its 
varied forms have not been too effective to curb 
this source of expenditure of dollars, or the 
export of Canadian dollars outside of Canada. 

Local charities, service clubs, religious 
groups, veteran's organizations etc., by-pass these 
Laws, and by obtaining certificates of exemption 
etc., do not pay their share of taxes from giant 
bingos, pools, drawings and lotteries etc. 

Hundreds of thousands Dollars are placed in 
bets at the local race tracks, and millions have 
been expressed out of the Country, Overseas and 


to the United States, on derby, pool, and sport 
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tickets which one can freely buy in every cigar 
and barber shop in Canada. 

Professional gamblers who follow the fair 
circuits, who are sponsored by service clubs, 
bleed our citizens of millions each year, all 
in the name of Charity. 

We might as well face the facts, gambling 
in all its varied forms of chance is with us 
to stay and has become part of our every day 
life in Canada. 

Since this is a fact, I would propose that the 
Federal Excise Tax Act be amended to include a 
new Act as follows: 

A SPECIAL EXCISE TAX IN THE NAME OF CHARITY 

(a) Purpose: The revenue from this Special 

Charity Tax to be used solely 
for the purpose of subsidizing 
the cost of wheat purchases . 
from India and other under- 
developed countries within 

the British Commonwealth of 
Nations. 

(b) Rate: 50% of Total Gross Proceeds. 

(c) Exemptions: NIL 

(ad) Coverage: All gambling, games of chance, 

lotteries drawings Pools, Bets 
or wagers, parimutuel, private 
or public bingo, Cards and Dice, 
Slot Machines or any other 


paraphernalia using the principle 


ef ou 
Hts 4 


u\y “i i 
as) sae Nd ii a 
iA f 
Ky 


tt iia le, ai 
. jored i aa a! Tl tare TT a\weuil 
ST Se ARR SNE Tea 
TP! | ea if a": 


f eee att 7 th rit 
ot en My = o . aps 4 Nay spoil 


om vai M my, ve i Mes hil ARE a he Taw 


ae i i 
Meat 


| coe ines i a Alia ik Ge alae CG ARNE 
i at, lives a 
# ; ee en 
ee nde Dine iC 
sine ta: x ti fee )p' 
hibit | ih Cent + 
it a. Nia toee inh att 20. mote i i 
“ay "so Korsbolt scr tat sseamtma ) cea 
on tatong® atet satzoddun 93 ae Sipe ae ial 
setae 46 scat ed a |e 
| ee ou mes! ade eee monet 3 mise ii nel | lee 
: . ont nt doe ant betray. edt Die vit et Acai . {oi 
i teerw ntl Heme Peete ae ‘ovty ‘gtd to ‘gine } tt 
nisstw) (net teweade moe: yn ere Orie, wberasdiront? ng " ‘ 
\ Seraedall to Ad Lewencmned mee too | Me 
} .Riorreons® mu nh an re 
br yond Jb ado)» (bemgee)) | es 
m P| mom iad eri? ac sok Tetoogh abd? do denne wm  .é.8 ag 
7 ’ othonose Bas snemeaq [nmoltvesrestint YY pet 
a ar’ binow welidanuod veto watt gtitlw pric distor 


{ 


ot 
a8 © | ‘ og. set. Bivow yaad \hegolevel yer? eh pd ec 
‘Ne eeatioting oe tot stom baw ioe eb AMES Las 


era acid “wo bra ,bedbsen reds wiertett eld 


Mea f (ODOtnet wah C0 le 


4 


ANGUS, STONEHOUSE @ CO. LTD. a 3 = 
TORONTO, ONTARIO 


(d) Coverage: of chance to pay and receive 
revenue etc. 

(1) That this Royal Commission add 
its own recommendations to ensure 
that there are no loopholes for 
evasion of this act, in its 
wording or coverage. 

(2) That the Civil Servants Tax 
experts bring in their recommend- 
ations for the practical applic- 
ation of the Act. 

(e) Amendment: That the Federal Laws be amended 
to authorize this Special Excise 
Tax In The Name of Charity. 
We tax Liquor, Tobacco, etc., let us tax 
gambling in all its varied forms, and in the 
Name of Charity give life with Canadian wheat 
to thousands who are dying from starvation, within 


our own Commonwealth of Nations. 
Sincerely, 


(Signed) John J. Grey. 

P.S. The effect of this Special Act on the balance 
of international payment and economic 
relations with these other fountr ies eente 
be as they developed, they would turn to 
Canada, more and more for the purchase of 
the things they needed, and our Charity 


will return tenfold. 
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BRIEF TO COMMISSION ON TAXATION 


Subject: Serviceman's Widow's pension and estate tax. 


Summary: The widow of a pensionable serviceman 


finds the pension subject to both estate 
tax and income tax. This is equivalent 
to declaring the liquidation of an 
estate by monthly increments to be 
income, and subject to income tax. The 
widow's vension has no properties of an 
estate, and the assessment of estate 


tax is an abuse of power as well as 


Some years ago, while reviewing my insurance 
w tn an agent, I became aware that if I died 
at that time, all my insurance would be liable 
to estate tax without any tax relief (60,000) 
because the capitalised value of the service 
pension to my widow would be high. Also, 
Since it was quite likely that being young 

she would remarry, she would have to abandon 
he pension but the estate tax squeezed out 

by this event would be lost entirely. Since 

, £ believe that there is a provision 
for review of the estate tax collected if the 
widow dies within four years, but eee 
about remarriaze, On writing to the Minister 
of Finance on this subject, I was advised that 
in addition to assessing estate tax on the 


pension, the payments were also liable to 
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1 1. 4ncome tax. I have not been able to obtain 

2 any acknowledgment that there was any 

3 inconsistency in an estate being liable to- 

4 income tax from liquidation of the estate for 
3 use as income. 

6 2, It is obvious that the widow's pension, while 
7 an asset has no properties of an estate. It 
8 is not negotiable and the asset is confiscated 
9 on remarriage or death. Not much of an 

10 estate by ordinary definition. On the other 
11 hand, it has the same properties as the old 
12 age or blind pension, only the qualifications 
13 to receive it are different. It is not even 
14 comparable to ordinary pensions which have 

15 a guaranteed value and to that extent some 

16 properties of an estate. 

17 3. In conelusion: 

18 a) The widow's pension has no properties of an 
19 estate. 

20 b) It is unlawful to assess estate tax where 
21 no estate exists, 

22 ec) The continuance of such practice after it 


has been drawn to attention constitutes 


an abuse of power. 


W. L. Orr 


(7) 
(8) 
(9) 
(10) 
(11) 
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Submisston from Mr. Lawrence Sandford 
(Clerk-Treasurer for the City of Sydney, N.S.) 


MUNICIPAL SOURCES OF REVENUE 


Municipal 


INDEX, 


Revenues as part of a larger tax picture 


Municipalities' decreasing share of tax revenues 


The psychology of taxation 


Some advantages of the municipal real property tax 


Some disadvantages of the municipal real property 


Other municipal tax revenues, actual and possible: 


(a) 


(f) 

(g) 
Municipal 
Grants in 
Grants in 


Donations 


Personal and business tax 


Poll tax 


Local income tax 


General Sales tax 


Selective Sales taxes 


Road user taxes 


Other taxes 


non-Tax revenues 


lieu of taxes 


aid 


Conclusions and suggested solutions 


This paper was delivered by Lawrence Sandford, 


City Clerk-Treasurer, Sydney, Nova Scotia, to the 


2lst Refresher Course offered for Municipal Finance 


officers by the Department of Municipal Affairs, 


Province of Nova Scotia, October 24, 25, 26, 1962, 


at the Nova Scotia Hotel, Halifax, N.S. 
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MUNICIPAL SOURCES OF REVENUE 
(1) MUNICIPAL REVENUES AS PART OF A LARGER TAX PICTURE 

Our topic is a sprawling subject which, in the 
words of the Canadian Tax Foundation "Is one that has 
probably been surveyed more frequently than any other 
aspect of Government in Canada." 

In any consideration of municipal sources of 
revenue it is worth remembering that they should never be 
looked at in isolation from sources of revenue at the 
provincial and federal levels. We must not fall into the 
error of looking at the parts without reference to the 
whole. Mr. A.W. Johnson, Deputy Provincial Treasurer of 
Saskatchewan writing last year in the Journal of the 
Institute of Public Administration of Canada said this: 

"If one is looking at only one level of govern- 
ment, at municipal revenues and expenditures let us say, 
it is plain that an increase in the costs of education 
almost inevitably will increase the property tax. There- 
fore it seems logical either to protest the increase in 
the school budget or to evade the problem of how the 
increase should be financed by asking the province to 
make larger grants. The DoseibL ty of increasing parti- 
cular taxes, for example, the income tax, does not occur 
to us automatically since these tax fields fall into 
different compartments - for example, the income tax is 
federal - provincial tax field." This kind of thinking, 
which Mr. Johnston refers to as "logical fallacy" is not 
the kind we will employ today. 

We would be quite unrealistic if we did because 


the individual citizen is affected by taxes in their 
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aggregate, taxes imposed on him by all three levels of 


government, not just those imposed on him by his local 


council, 


To quote a personal example, here is an estimate 


of some of the taxes which hit me during a three-day 


visit, by 


logically 


ear, from Sydney to Halifax. 

(1) $6.00 gasoline tax (Provincial) 

(2) $1.50 provincial sales tax on meals 
(Provincial ) 

(3) $1.50 two $ .75 toll charges for using 
the Canso Causeway (Provincial ) 

(4) $0.10 parking meter payment at New 
Glasgow (Municipal). Total - $9.10. 

These are all immediate cash payments but 

I should also include: 

(5) $18.00 income tax, representing income 
tax on four days' salary (Federal) 

(6) $0.75 federal sales tax - this is the 
proportionate cost to me for four days of 
the federal sales taxes paid on my car when 
new (Federal) 

(7) $0.60 federal sales tax - this is the 
proportionate cost to me for four days of 
the federal sales tax on the material used 
in building the house I bought last year 
(Federal ) 

(8) $5.00 Proportionate cost of annual 
property tax (Municipal) 

(9) $0.25 Passenger car licence - this is 


the proportionate cost of the annual licence 
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for four days (Provincial). Total - $24.60 

The grand total of all these federal, provin- 
cial and municipal taxes, for four days, is $33.70, not 
counting the tax on any liquor I consumed! 

(2) MUNICIPALITIES' DIMINISHING SHARE OF TAX REVENUES 

The main theme of all the available literature 
on municipal revenues is that municipalities lack the 
resources to carry out their ever-expanding responsibili- 
ties. 

My figures are a little out of date but they 
will suffice to emphasize the truth of that theme. 

In 1957 the total tax revenues of some 4,200 
municipal units in Canada were just over one billion 
dollars. This was about four times the figure of a 
quarter of a century previously. 

In the same year, 1957, the total tax revenues 
of the ten provincial governments were about 14 billion 
dollars. This was twelve times the figure of a quarter 
of a century previously. 

Overshadowing both local and provincial tax 
revenues in 1957 were the tax revenues of the Federal 
Government which, at five billion dollars, were eighteen 
times the figure of a quarter of a century previously. 

In those twenty-five years, 1932 to 1957, the 
tax revenues of the three levels of government rose from 
2/3rds of a billion to 74 billion dollars, and in the same 
period the municipal share dropped from 40% to 1334. 

It can be argued that even though the municipal 
share of tax revenues dropped so drastically this does not 


alter the fact that municipal tax revenues quadrupled 
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over 25 years. 

In those 25 years, however, the consumer price 
index doubled. Municipalities, therefore, quadrupled 
their tax revenues but only doubled their purchasing 
power, 

And again in those 25 years, Canada's population 
increased by 53%. Municipalities' purchasing power 
doubled but per capita it rose by only 30% - an average 


annual per capita rate of increase of not much more than 


ik 


Here is another viewpoint. Over roughly the 
same 25-year period Canada's Gross National Product rose 
from 4 million to 32 million dollars. 

When the G.N.P. was 4 million, municipal tax 
revenues absorbed 6 cents of every dollar. With the 
G.N.P. at 32 million, municipal tax revenues absorb only 
3 cents of every dollar. 

Canadian citizens are not therefore paying 
proportionately more and more of their incomes on average 
in municipal taxes. They are paying proportionately-less 
and less. 

(3) THE PSYCHOLOGY OF TAXATION 

Why is this so hard to believe? Partly I think 
because of the very nature of local property taxes and 
their impact on the individual over a period of years. 
For, while it is true that taxpayers, as a whole, are 
paying proportionately less in municipal taxes, it is 
also true that many individual taxpayers, as they progress 
through life and acquire’more, or more valuable property, 


find themselves paying proportionately more municipal 
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taxes in relation to income, 

The single man for instance, living at home 
with his parents or ina furnished room, may earn 
$2,500.00 a year and receive only a $25.00 poll tax bill 
-- 1% of his income, Over a period his earnings rise to 
$4,000.00 a year. He marries, buys a small house and 
gets an annual tax bill of $200.00 -- 5% of his income, 

His family grows, his earnings rise to 
$5,000.00 a year. He is thrifty, sells his small house 
and buys a bigger one, The municipality rewards his 


thrift by sending him a tax bill for $300.00 --- 6% of 


| 
his income, But is not Bae young man who has increased 
his income, married and raised a family, also paying 
more federal income tax, more federal and provincial 

sales taxes and so on? If he is, why is it the municipal 
property tax which meets the most resistance and comes 

in for the largest measure of criticism? 

We can think of several answers, His federal | 
income tax on $5,000.00 a year would be a great deal | 
higher, perhaps 80% higher, than in his single days, at 
$2,500.00 a year, but proportionately it is a little | 
less, it has dropped from 10% of his income to 9%, 
Moreover it is siphoned off in the least painful way -- 
by payroll deductions. Again his income tax increases 
when he can best afford the increase -- each time his 
salary takes an upward jump. And he tas been able to 
claim a tax allowance when he needed it most, on marriage 
and following the birth of each child. Add to this the | 
little gimmick of the Income Tax Tl form which Mr, 


Taxpayer completes himself, HE claims his allowances, 
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1| HE tells the Government what he should be paying, and 


3] all these things into account and you have a tax which is, 
4| to say the least pretty good psychology. It is also a 

§5| source of 1-3/4 billion dollars annually to the federal 

6] treasury, & source, which expands as incomes rise across 

Jip ene) Nac. on’. 

8 Consider now the 11% federal sales tax on most 
9] goods manufactured or produced in Canada or imported 

10] into Canada, I sometimes wonder how many people know 


2] quite often he gets a rebate of overpaid taxes. Take 
11] that there is such a tax, Those who don't certainly are 
12) not going to complain about it and those who do probably 
13| don't know just when and where the tax hits them, Yet 
14] this tax derives roughly as much revenue for the federal 
15|| government as do all the tax revenues from all types of 
16] tax of every municipality in Canada. The Sales Tax rate 
17| has been increased only twice in the past sixteen years, 
18] from 8% in 1936 to 10% in 1951 and 11% in 1959. But 
19] revenues rose from 116 million aceece in 1936 to 1,024 
20) million dollars in 1960, 
21 Consider, too, the provincial retail sales 
22| taxes. Taxpayer acceptance seems to be well established 

now, even though the mark-up is indicated each time a 
_ purchase is made, In Nova Scotia the fact that it is a 

Hospital Tax and hospitalization is now "free!, as the 

saying goes, is a Gites factor in its acceptance, 

The municipal property tax enjoys none of the 

psychological advantages of these other taxes, It is 
not a pay-as-you-earn tax, it is not a pay-as-you- 


purchase tax, it is a tax on assets, payable, in most 
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cases, in one lump sum shea. 

In so far as the property tax is a tax to 
provide monies for expenditures which benefit property 
it is a legitimate charge against property. In so far 
as it is a tax to provide monies for other purposes it | 
penalizes the ownership of property. 

You can have your children educated at a very 
low cost to yourself if you live with your in-laws or 
rent or purchase a home with a verylow assessment, But 
give your family a good home and you pay the property 
tax penalty as surely as if you were hauled into court 
and fined heavily for being such a solid citizen, 

It is sometimes claimed that the property tax 
is basically equitable because it is a rough-and-ready 
ability to pay tax, For the vast majority of our 
taxpayers. I suggest it is nothing:.of the kinds 26 isan 
assets tax, not an income tax, it costs you more if you 


have lived up to your family responsibilities than if 


you haven't. It can however have some ability to vay 


elements incorporated into it, for example when councils 


introduce tax exemptions or partial exemptions for 


: yA 
f- —~ 4 


widows or pensioners with moderate~ incomes or for farmers 


extent that this is done it is less and less a property 
tax, 


(4) SOME ADVANTAGES OF THE MUNICIPAL REAL PROPERTY TAX 


or fishermen whose incomes are usually small. To the 
Does the municipal property tax have any 

natural advantages? It must have, otherwise it wuld not 

have survived the centuries since ‘the days of Elizabeth 


the First. 
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It is not too expensive to assess and collect. 
In Sydney, for example our assessment and tax collection 
operations cost about 1-1/4% of our tax revenues, It is 


not open to evasion in any significant way. The property 


is there for all to see. You cannot smuggle it through 


the customs, the owner is usually traceable and there is 
always the tax lien list. To the extent that the 
sérvices provided from tax revenues benefit property it 
is also a fairly apportioned tax, The more valuable 
properties pay more because, on average, they benefit 
more, 


(5) SOME DISADVANTAGES OF THE MUNICIPAL REAL PROPERTY T 


What are the disadvantages? We have discussed 
the poor psychology. We have mentioned the penalty on 
homeownership, There are others, 

One disadvantage about which something can 
easily be done is the lump sum nature of the tax, This 
is not perhaps as serious as it first seems because many 


councils do in fact accept part payments of taxes, But 


why not systematize and formalize the procedure and 
thereby improve relations with taxpayers AND improve tax 


collections? 

In a circular letter of July 19th this year 
the Deputy Minister of Municipal Affairs, Province of 
Nova Scotia, pointed out that Sections 84 and 97 of the 
Assessment Act authorized rural municipalities and towns 
respectively to provide for the payment of taxes on the 
instalment plan, 

The Deputy Minister said "For many persons the 


instalment plan has become the common practic? for the 
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1| payment of bills and the purchase of goods, Municipal 

2) taxes are sometimes fatty substantial, Those persons 

3| who prefer the instalment plan may well feel that the 

4] plan would make payment sob alan cehbe nishtty collections 
5| might be Hee enact 

6 One often hears Uiyer bh ons to the tax instal- 


7| ment plan, But it has been tried and it works well. 


gi Contrary to general belief it does not involve a great 
g| deal of extra office work, It is a common experience 
10| that not more than 15% to 20% of taxpayers will choose 
11] to use the plan, But these will be precisely the ones 
12] who find payment in one lump sum a hardship. A 
municipality can make taxes payable in any number of 
instalments up to twelve, There is no need to issue 
several tax bills, one for each instalment, but it will 
be necessary to issue a receipt for each instalment 
payment, One suggested practice is to issue each 
instalment taxpayer with a small folded card with a - 
pocket in it (Tne card wii have the rules of the game 
printed on it. The taxpayer can then insert his receipts 
in the pocket of the card as he gets them, if he so 
wishes, 

Where there are twelve instalments, payable 
by the last day of each month, this is the ideal because 
the payments are broken down into quite small amounts. 
There is nothing to prevent an instalment taxpayer 
paying one or more instalments in advance if he wishes, 
but if he needs on the other. The winds of change we 
are told again and again are blowing hard and strong 


in many parts of our modern world, 
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There are those who say that we in Canada cannot 
afford to tolerate much longer an educational system 
which is held back by a too heavy reliance on the wrong 


Kind of tax. 


The problems of education finance, it is 


suggested are very much more than problems simply of 


assinge the buck from one level of government to another, 


They are problems of using the means of financing which 


are best calculated to meet our national educational 
requirements, 

And while Canada has poorer provinces and 
richer provinces, provinces with struggling economies and 
provinces with buoyant economies, is the best that the 
peorer provinces with limited resources can do really 
good enough? 

It can be argued that the injustice of burden- 
ing property taxes with a large share of educational 
“costs and expecting the province to pick up the tag for 
the baiance is even more an injustice to our children 
and to our nation and its educational needs, © 

To a much lesser degree, but on the same 
principles of equity in taxation and the over-riding 
national interest, should not social welfare also be 
considered as a matter of federal concern and federal 
financing? Irrespective of who provides the main revenue 
we may all agree that local control of education subject 
to provincial supervision-as to curricula, teaching 
standards etc remains probably the best form of 
administration, and this probably means, in turn, that 


say 5% or 10%, or a small portion of over-all costs, 
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should continue to be borne locally. With social 

welfare, particularly social assistance, however, it is 
often suggested, and with some logic, that all of the 
control.and all of the financing should be vested in a 
federal government department, in the same way for | 
example as with local employment and unemployment 
insurance offices, 

The last and perhaps most widely discussed 
disadvantage of the municipal real property tax, and this 
is the other side of the coin of education and welfare 
financing, is its narrow base, its inelasticity, and 
its patent inability to provide the revenues needed by 
municipalities to perform their functions and to carry 
out their responsibilities with any degree of adequacy. 
We patch up, we make do, we progress a little here, we 
fall behind there, And when a ¢erisis Nite us; in 
Springhill, New Waterford or Dominion we become wise too 
Late and we co to Halifax or Ottawa for aid. As 


Aeschylus the Greek dramatist of 500 B.C. once wrote 


"Man grows wiser against his will." 
Theoretically it is always possible to raise 

property tax ART Practical economies and practical 

politics do not support the theory. In practice, as 

we know, tax rates falls behind in any month he loses 

all the interest or discount privileges he may have 

been given, He is no longer an instalment taxpayer for 

that year. With twelve months instalments from January 

to December all those payable before the tax rate is 


struck will be based on the previous year's tax rate, 


The remainder will then be sufficient in amount just to 
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make up the balance of taxes for the current year. The | 
twelve-instalment plan has the additional merit that 

tax payments begin coming in in January. Taxpayers 

would be permitted to join a. plan only if their 
previous year's taxes were fully paid. 

Interest-penalties for late payment and 
discounts for prompt payment, I suggest, present no 
special problem, Interest-wise, taxes paid in twelve 
instalments on the last day of each month are the same 
as taxes paid in one lump sum in mid-July. 

A further disadvantage of the real property tax 
is that after a point it tends to be restrictive on 
property development in a community. A homeowner who 
is paying $300.00 a year in taxes and $600.00 a year in 
mortgage repayments could, logically, if his taxes were 
only $150.00 a year, afford a $750.00 a year mortgage 
and hence a 25% better home, Similarly as we all know 
property taxes, when they get out of line, tend to be 
restrictive on commercial and industrial development in 
the area, 

So far as home-owners are concerned this 
disadvantage would be diminished to some extent if the 
federal government were to permit the interest paid on 
mortgages on owner-occupied homes to be claimed as an 
allowance for income tax purposes. This is the srantice 
in the United Kingdom, for example, but in Canada it is 
only owners of homes which are rented out who can claim 
the allowance, 

The inequity of a tax on property insofar as 


the revenues derived from it do not benefit property has 


wet ot tern Linen: Sead thasitia. . 


Pl al os tye , 


sincststiactie on adheimralemataiaal ede 


wo % 
7? 
aD 


= ‘a quanti bre sonasnesntes bar baw senercte eet 


cs 


| . igtelLaweb ie «ties Wiotrtosls wkagua tvsse i eetaned 
7 4 
7 lino tenets crema deistw tie yereqotg Siieasd yitasio eit tus 


5 docete yore sottosiles apadtas .ekterceneg wlnrow olldng 


at + Aaseunse YI.eqoig Ww eeyiads Teen to foeldun add od 


i 
-4 eR ‘bas selsmandit ~wistiew .celtecvbe .stenio ete rac OW 
hi. 


ae i od bine sc ed . Ile te Ul auttoostoenr place Aoirtw ac 
a = w- 
- ' f 


Pay | 


+? Pe rem uf 
“Ytseqor¢ @ d 


Jer? ed Io emcee alaliveG al one stacy vctal 


~¥Yewabie co x89 8 Mer] boonants easy BLHonSss otidug 
ad 


- - - 7 ie . m——rme bind b-oge arn eit 
-fion ssew eloonoe eon ety Domunco Yoxtaldw eon sift 


: AD « ‘ gt — . - ain 04 . -) of 8 ss" — 
benofisers of snot? .oolpgari <¢ .amls sats TA. bSrS 
= ~ i« e 
f od yeoleidy. to noliquuenos ee 15 sonsrsist wy 
is 
: 
‘ 
® BeTebiancs esew astiiliost Lseasliaobs atvornm 
. a ry rzZ7 
7 avs - ~» 
d 
oo el f est ‘ ‘ bal 
yiev e ofa? bivore .Soer fu ¥ tals 2eoRel 
vrran t $-be, FF 4 " * ay rs) ae roa 
Ve TOGO TG wo 'I1Te & &a a4 ‘ ) ~ ‘ 7. = 4 oe aS Bho Ne om : 


anibasqxs a'noitsy awe Bae ,bmat eno ems ao Ssasbd x5 
go ti ieolvanih cof Som duc .denlay ed neo iss 
aT = — 
ebrasors vilneemoo s a6 Gade ,oo? ees? at JI .msile O08 
gt nolensqxe sa) e@seinn . 

; . . — ’ 
fiew vidsivyevat eus whten hebbe aie ,ieltvavonl 1. 198s 
,a¢rreved SabBa vA Snoyed 
2a Van xX XAT Att " TWHM st stat {a} 


3o secwoG wmizo ‘Jann eebhes eaxes ylusqoy’ 


L.- teekttagioiout, ot eidal fava, era satieye 


| Lag todivm (VERT savy orfd cd risas halareiss 
7 d 
mot RST hevrsed stew sosnss seorDs sauneren 


. ba a UY lye y Ry 
a Lt ae ame a 
; .) ; are Wala ee wa” ty a ie 


SSPE 
“4 & 


@ - = 
-~ 


~~ 
aa 


ro 
he 


0 ee ew 
i 


Pay 
~~ 


eh 
;- 
; 
' 


ANGUS, STONEHOUSE & CO. LTD. 14 
TORONTO, ONTARIO : 


va 


already been mentioned, .To develop this point, we can 
see on the one hand a number of local serivces, police, 
fire, street and road maintenance and construction, 
sewers, water supply, electricity supply, sidewalks, 
public works generally, garbage collection etc, which 
quite clearly benefit property and which should therefore 
be the subject of user charges or property taxation, 
We can see others, education, welfare, libraries and so 
on which only indirectly, if at all, can be said to 
benefit property. 

Many years ago in Britain some of the first 
public schools were financed from a tax on whiskey. 
The more whiskey consumed the more schools were con- 
structed, At that time, I imagine, those who questioned 
the relevance of the consumption of whiskey to the 
provision of educational Pachlities were considered a 
little radical, 

I suggest that we, in 1962, should take a very 
radical look at the contradiction of a narrow property 


tax base on the one hand, and our nation's expanding 


educational can be raised, but not too drastically or 
too often, It is. true too, that as a community expands 
so do its tax revenues. But, unless the expansion is 
heavily industrial, the added needs are invariably well 
beyond the added revenues, 
(6) OTHER MUNICIPAL TAX REVENUES 

Property taxes aside, what other sources of 
revenue are available to municipalities? 


Referring again to the year 1957, municipal 


revenues across Canada were derived 72% from property 
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taxes; 4.4% from Sales taxes -- all in Quebec I believe 


-- 9,3% from non-property taxes; 5.1% from federal and 


provincial grants (excluding provincial grants for 
education) and 9.2% from eae fines fees etc. 
(A) MUNICIPAL PERSONAL AND BUSINESS TAXES 

In Nova Scotia, in common with Prince Edward 
Island, New Brunswick and Manitoba we have the personal 
property tax in addition to the realty tax. One 
alternative to the personal property tax on commercial 
and industrial property is the business tax. The form 
of business tax in operation in Ontario seems to have 
some disadvantages. Businesses in Ontario pay the 
normal realty tax based on realty assessment and, in 
addition, pay a business tax based on a percentage of 
realty assessment according to the type of business, 
The percentage varies from 10% for supervised car parks 
to 150% for distillers, The weakness lies in the 
arbitrary nature of the various percentages. [In 
British Columbia, Alberta, Manitoba and the cities and 
towns of Quebec, business tax is based on rental value, 
actual rents not. necessarily being used. In Saskatchewan 
the area of premises occupied for business purposes is 
the basis, and in some towns and villages in Alberta 
storage capacity is the measure for the tiie ucla 
assessment of grain and coal dealers and gasoline and 
oil distributors. 

Across Canada one finds that municipalities 
usually employ either business tax or personal property 
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POLL TAX 


Poll taxes are rarely found in the central and 


western parts of Canada these days, where according to 
the Canadian Tax Foundation they are regarded almost as 


an oddity and more of a nuisance tax than a revenue 


( i 
producer, 

In the Maritimes we are all only too familiar | 
with poll taxes. They accounted for 8.6% of all local tax 
revenues in New Brunswick in 1958 ana 3,4% in Nova Scotia 
I personally have doubts about their value, They are 
certainly very expensive to collect, 

Almost all taxes which @we not simply user 
charges or licences or permit fees are taxes assessed 


according to income, taxes on sales or taxes on assets, 


Municipalities are already taxing assets 
heavily so if any other substantial revenues are to be | 
obtained they must be derived from taxes on income whether 
personal or corporate or taxes on sales. The major 
difficulty with these two revenue sources is that the 
federal and provincial governments are pretty well 
established in these areas and probably will not be very 
receptive to suggestions of competition from the 
municipalities, This should not altogether deter us 
though if our cause is a just one, 
(Cc) LOCAL INCOME TAX 

Local income taxes were out of the question for 
some years because of the Wartime Dominion-Provincial tax 
rental agreements, But when these were somewhat 


arbitrarily brought to an end recently and each province 


was left to fend for himself (with Ottawa corinuing to 
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do the collecting for the provinces if they so wished) 
local income taxes once again became at least a theoreti- 
cal possibility. 

Local income taxes are quite common in parts 
of the United States, Philadelphia and Wash ington D,C, 
introduced them in 1939. Today a number of cities in 


Pennsylvania, Ohio, Kentucky and Missouri have them, 


| 
Usually they are a flat-rate one per cent of income, 
Such a tax in Sydney for example would bring in about 
$500,000 annually. We still appear to have a provision 
in our City Charter permitting the levying of a local | 
income tax, Maybe we could start something! 

Most students of municipal finance would 
hesitate to suggest that in the over-all picture local 
income taxes would be a good thing. The revenue from them 
Weulcd be a Pittle difficult to pudget for acctrately, 
though that is not an insuperable objection, Assessment 
and collection would be a major difficulty unless 


| 
| 


performed on behalf of municipalities at provinelal tevel, 


And provincial governments at present do not seem too | 
enthusiastic about collecting even their own income taxes,| 
It is contended too that the taxation of income can be 
pushed to the point where it seriously reduces economic 
incentive, Sales taxes, for example, do not have this 
weakness to anything like the same extent, 
(D) GENERAL SALES TAX 

There are many who believe that local sales 
taxes are commendable provided they are standard through- 
out a province and are levied and collected on behalf of 


municipalities by the provinclal government, “This is 
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precisely the same thing as saying that the provincial 
government should increase its retail sales tax and 
distribute the imereased revenues to municipalities 
according to the sales tax collections within the boun- 
daries of each municipal unit. On average, for example, 
an additional one per cent on the provincial sales tax 
in Nova Scotia would bring in about $4.00 per person per 
year. 

From the standpoint of the provincial govern- 
ment there are certain objections to this suggestion, 
The provincial government might feel that there is an 


upper limit to the percentage rate that can safely be 


used for retail sales tax purposes -- a limit determined 


by what might be called purchaser resistance, with the 
economic law of diminishing returns coming into play. 
There are other possibly sound economic arguments too 
against going too high with a sales tax. Hence a 
provincial government, if it has a 5% retail sales tax 
already and considers that 6% is the practical limit for 
the next few years at least, might be most unwilling to 
give up that extra 1% to municipalities, thereby 
depriving itself of the possibility of raising the- tax 
for its own purposes except at some unforseeable date in 


the future, 


However, it depends how one look at the problem, 


Could it not be said, for example, that one of the prime 
purposes of a provincial government is, a enable the 
municipalities to obtain needed revenue, 

And, further when we suggest that 6% is the 


practical upper limit are we not forgetting that 
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substantial sales tax revenues for municipalities wald 
permit a reduction of property taxes, or at least would 
make possible some stabilization of property tax rates. 
Hence, as incomes and purchasing power increased-- if 
they did -- the upper limit might prove to be substanti- 
ally higher than 6%, 

As with income tax it would be almost incredibl 
difficult to levy and collect sales taxes at the local 
municipal level, Provincial collection appears to be a 
"must", And there are fairly obvious economic dis- 
advantages to having a variety of local retail sales tax 
rates across a province. Annual revenues would also 
present some budgetting problems, although, again, this 
is not an insuperable difficulty. 

Municipal retail sales taxes seem to operate 
fairly smoothly in the province of Quebec where there 
is a historical distaste for property taxation, One 
important advantage of the sales tax is that like income 
tax it is elastic and brings in greater revenues as 
personai incomes rise. 

ji It is quite often claimed that a general retail 
sales tax is a regressive tax, the poorer person having 
to pay the same tax as the wealthier person, This 
objection has been largely overcome, though, in the 
present retail sales number of items such as food, 
chiidren's clothing, medicines, domestic fuels and so on, 
(=) SELECTIVE SALES TAXES 

Selective forms of municipal sales tax present 
another revenue possibility, though the revenues to be 


derived from them are necessarily smaller. Perhaps the 


a I cE ep Se a I A Spo icp SS aN a IN a I 


oe, 


is st esreceauas Lentoteon: a as aiqnens tae: 


oe! et co 


oy ies : 


a0 wae tsldnetoq s tnenetq of meas gegno! 


in ay . 
‘basi’ bae emanort = ceeetin griinwod no oeasT _sumteves 


jiwidities etom od tripio gaioa 


Pa yay 


aa -~ 


sseu aqaon {4} 


ee 


Yes bedates are el xsd Lsool eldlenog eT 0nh 


" . * ~~ @ i al 4 a? 
‘oft to ten 0 Lin seed videgow: Giiverta YAW - .se08n Dats 
Ld ’ 
! e- 
‘ * he 
Aolaw [amare G01 . 2 : gifo pray oD 10 HPO 
? 
Sioidevy soI0m u Meneses eff “ot aie? Vso te. fis 
s 
: 
¥i) # need ovat bivow etA3 gb Glo oft ma | 6Yenevanege 
* - 
so @lolrnev ScWonW AsZ frie oy 6) Yan} 298 [ ao 
y a. a F * * 7 “y* ie 4 ry 
ae ad & ard ia ee ee oe ‘ ’? A Pee Vee a J ~ u 
me | 
7 ris i] 2 ; >? 4 i ~ he mf f 
fr Z 
; a4 “Vad hed Af S17 j i } vl 
TOs ¢ 4 ake $ SLL it 
ew? xar Sf . i-e “ at y 
eliss! oos ' it 4 : 
-*%% , 14 v4 < £ ‘ 
A! 7 ura? NTP 1 wie f . 
‘ 
”* a4 > " vw v4 - ow 
- 
= ws sf 2 ‘| os ' 2n1@ 7 ree iy : " : y. 3 
’ 
Sa! ee hl Lr 7? oi Bae a aK 
,ves In ra 6: Yeas i EL E te "=9 fo 
> ° 5 , -~ - 
Beot SOOl bevsepbudc 6 &: } eveifed i o 
, €anlege wtelicot ni-.i fe off ong sO0TO70) AB NOG 
eneitch meiiiin GS. 4 &? baems beliected 
¢ 
i . os . “ 
aT PTO , (0) 
a ’ — oe 


¢@ “Jegtasmus =oLke oid —r vor “A a0 0 al 


= 
—— ef arempiness ee) oust sete stnenens ‘s eumare xu? 


a | > J 


¥, od 


: ; a ee 
_ , 
- an fiat. Wee 


coun 


pe saat bey plob ett ns aoveeent avn ‘aabe 


fi 
- 
4 
} 
5 pe 
a 
if 
Se 
» 
’ 


' 
| 
. 
. 
‘= 
: 


tt 
al 


#t 
es 


& 
» 


iz) 


ee ee = I eg | 


=) 


10 


ANGUS, STONEHOUSE & CO. LTD. 20 
TORONTO. ONTARIO 


pest example is a municipal amusements tax, although 
whet movie theatres on the down pes these days they no 
longer seem to present a potential sowce of extra 
revenue, Taxes on bowling alleys, circuses and horse 
racing might be more fruitful. 
(F) ROAD USER TAXES 

Another possible local tax is one related to 
read user, Why should property bear all or most of the 
burden of ‘constructing city streets, for example, which 
are largely there for the benefit of motor vehicle 
operators? In the old days this would have been a tax 
on horses and hay, Today a municipal motor vehicle or 


driver's licence tax, or even a municipal gasoline tax, 


would be more appropriate. An additional one cent on 


the gasoline tax in Nova Scotia would bring in one 


miliion dollars across the province, One major 
objection is that Nova Scotia's 19 cent gasoline tax is 
already higher than most, Once again, too, municipali- 
ties would be encroaching into a provincial tax field 
if the provincial government permitted this. I don't 
think we would get very far with this suggested tax in 
Nova Scotia where the provincial govemment is not at 
present obtaining sufficient revenue from its various 
road user charges to cover its own highways expenditures, 
For roads I believe the Province's budgetted 1962 road 
user tax revenues are $26 million dollars against . 
budgetted Expenditures of $30 million dollars, 
(G) OTHER TAXES 

We have by now covered the major municipal 


tax revenue possibilities, There are innumerable minor 
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ones, most of them already in use, or attracting only 
small revenues, 

Examples are: taxes on automatic vending 
machines, juke boxes, laundromats and the like; taxes 
on utilities such as electricity, gas, water, telephone; 
a deed transfer tax such as was introduced in Halifax 
in 1959, This tax, I believe, gives the City 1/2% to 
1% of the value of any property transferred and is well 
worth consideration by other municipalities. Franchise 
taxes, on local bus companies, are, it seems, a thing 
of the past. Bus companies don't make profits any more, 
(7) MUNICIPAL NON-TAX REVENUES 

Non tax revenues from permits and licences 
do not amount to very much Nova Scotia -- less than 
1% of total municipal revenues. A closer look at some 
of them might suggest that the fee should either be 
increased or.abolished as not worth collecting. 

User fees are a further example of non-tax 
revenues, Parking meter charges and charges for off- 
street parking facilities could be mentioned, In Sydney 
our gross annual revenue from SONG a ee is a little 
over $20,000. All our meters have been fully paid for 
out of revenue and beginning this year our net parking 
meter apie is being paid into a fund to finance the 
provision of off-street parking facilities, 

Garbage collection charges are common in some 
areas, Other municipalities prefer to finance garbage 
collection from the tax levy. 

User charges for water supply are well-known 


and are more equitable when water is metered, In some 
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municipalities in North America, sewerage charges are 
also levied on a user basis, the Be ee usually being 
related to or added to the water bill on the principle 
that what goes into a property through the water pipe 


must come out through the domestic sewer pipe, 


Charges for local improvements -- sewers, curb 
and gutter and concrete sidewalks are usually levied on 
a foot-frontage basis, a portion of the cost being 
recovered from frontagers and the balance from all 
properties in the general tax levy. It can be argued 


that where new subdivisions are springing up on the oute 


fringes of an urban aainaeuthiee and taxes go up because 

the tax rate bears part of the cost of improvements in 
the new subdivision, this is inequitable, One 
recommended solution, applied recently in the City of 
Ottawa, is for council to require subdividers to install 
the local improvements and the paved roads themselves, 
The building contractor then passes on the cost to 
purchasers in the price of the houses, 

(8) GRANTS IN LIEU OF TAXES | 

Federal and provincial grants and payments in | 
lieu of taxes are a further source of revenue to 
municipalities, 

Provincial acceptance of the principle of 
paying grants in lieu of taxes on provincially-owned 
property has not been widespread in Canada. 

The Nova Scotia Government does not pay such 
grants although this year it created a welcome precedent 
by paying what might be called a partial grant in lieu 


of taxes in recognition of the value to provincially- 
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1| owned buildings of municipal fire departments, The Nova 
| Scotia Power Commission pays taxes on land and private 
| dwellings in municipal areas, the taxes being based on 
i the municipal assessment, The Nova Scotia Liquor 

5] Commission pays taxes according to its own formula, 

6 Federal grants in lieu of taxes were introduced 
7) in 1950, Since 1957 the federal government has, under 

g| the Municipal Grants Act, paid the equivalent of full 

g|| property taxes on most federai properties, Crown 

10| Corporations are not subject to te mantel a Grants Act 
11} but most of them, such as the CNR make payments, Sydney 
12| has recently signed a Bee ae a agreement with the 
13|| CNR which gives the City scene ae in lieu of taxes. 
14) Our 1961 grant was some $9,300. 

15] (9) GRANTS IN AID 

16 I think that most of you will be better in- 

17) formed than I am regarding provincial grants to 

18) Municipalities in Nova Scotia, The education foundation 
19| grant, based on an ability-to-pay formula will be well- 

20|| known to you all. You will no doubt have read the 

21) recent report of the Committee headed by Dr. H, P. Moffat, 
22|| Deputy Minister of Education, Province of Nova Scotia, 

23) Which is scheduled for discussion at a meeting of the 

24|. Union of Moret Scotia Municipalities in Halifax next week, 
25|| The proposed new foundation scales are quite substantially 
26| Upgraded as regards teachers salaries and school 
27 puilding maintenance, A grant towards the cost of class- 
28) room supplies is included for the first time, 


29 The provincial government is also shouldering 


30) a large part of the burden of vocational education, 
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The new Cape Breton Vocational School in Sydney is 
financed 100% by the province as to the building and 
furnishings, and 60% as to operation and maintenance, 

Hospitals in the province receive a 100% grant 
towards approved operating costs and a further grant 
towards an equipment depreciation fund, Approximately 
one half of the hospital grant is derived by the 
province from a federal subvention and the other half 
from the 5% retail sales tax, 

Social assistance is 50% grant-aided as to 
expenses of administration and 66 2/3% as to relief 
payments, the province isda ie 2/3% to the federal 
50%. In Ontario, municipalities receive an 80% grant 
for relief payments, 

Other provincial grants relate to winter works 
and highways and there is also an unconditional grant. 


Grants are obtainable from provincial and 


federal governments in respect of certain capital projects, 


for example for highway approaches and overpasses from 
the province; and for sewerage and sewage disposal 
projects and the elimination of railway level crossings 
from the federal government. Sydney will begin con- 
structing a $1,100,000 overpass early in the new year 
at a net cost to the City of some $150,000, the balance 
having been obtained largely from federal and provincial 
grants, 
(10) DONATIONS 

A final municipal revenue source is donations 
from public spirited businesses and individuals. Sydney 


has been most fortunate in this respect in recent years, 
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Our new library was the gift of a former mayor, Mr, James 
McConnell. The Dominion Steel and Coal Company recently 
donated the funds required to purchase land for the new 
vocational school and made a similar donation in respect 
of a large fully landscaped new playground on Prince 
Street, Sydney. The Kiwanis Club also contributed to the 
cost of our new bandshell. From memory the total value 
of these four recent donations approached $400,000. 
(11) CONCLUSIONS AND SUGGESTED SOLUTIONS 

This completes our review of municipal sources 
or revenue ; 

‘ 

Can we draw some conclusions? 

I would suggest the following for your serious 
consideration, 
Oe: Municipal property taxes are equitable insofar 
as they are used to provide services which directly 
benefit property. 
(2) They are inequitable to the extent that they 


are used to provide services such as education and social 


ae) 


weifare which do not directly benefit property. 


) Th 


i@) 


only other possible major sources of 


os) 


( 
municipal tax revenue are local income taxes and local 
sales taxes, but it seems very doubtful whether 
municipalities will be allowed to advance very far in 
either of these tax Tields, 

(4) If education were almost entirely grant-aidéd 
and if social welfare were no longer a municipal 
responsibility the present tax revenue sources of 
municipal units would be more than sufficient, generally 


speaking, to provide and develop all those municipal 
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services which benefit property and thus build better 
communities. 
(5) But it would be inequitable for all provincial 
governments to have to bear nearly all the cost of 
education or to take over social welfare services 
because some provinces have far greater financial re- 
sources than others. It waild not be in the nati onal 
interest for educational opportunities or welfare ser- 
vices to vary widely across Canada, 
(6) The answer to these problems -- the inadequacy 
of municipal revenues, the Care of a property tax 
used to provide services which do not directly benefit 
property, and the nation's needs in the fields of 
education and social assistance first, in the channelling 
by the federal government of monies to the provincial 
governments according to their needs, to enable them to 
finance a very much larger part of the cost of 
education and second in federal assumption of the 
administration and financing of sociai welfare, 

The total cost to the federal government 
would perhaps be equivalent, for example, to 3, 4, or at 
the most 5 cents of the federal sales tax or to some- 
where between 5 and 8 percent of the total federal 
budget. The federal government could assume this burden 
gradually over a period of years. This would probably 
mean that municipal property taxes would not go down, 
or would not go down very much over the same period, 
The present trend towards higher property taxes should, 
however, be halted, 


The total gain in the progressive, healthy 
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development of our cities, towns and rural communities 
would I suggest be very significant indeed. The benefit 
to education across Canada and in the Atlantic Provinces 


in particular would be beyond measure, 
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SUMMARY OF SUBMISSION 


OF THE CITY COUNCIL OF THE 


CITY OF SYDNEY, N.S. 


THE CITY COUNCIL OF THE CITY OF SYDNEY SUpMITS: 


(1) That property taxation in all cities, towns and 
rural municipalities in Nova Scotia rose from 
$10,690,000. in 1946 to $38,330,000. in 1961, an 
increase of 259%; 

(2) That during the same period, the population of 
Nova Scotia rose from 578,000 to 737,000, an in- 
crease of 27%; 

(3) That property taxation per capita rose from $18.50 
in 1946, to 51.97 in 1961, an increase of 181% 
which is due almost entirely to rising education 
costs; 


(4) That local property tax levels in Nova Scotia today 


are unduly restrictive on the development of in- 
{vy 
dustrial, commercial and residential property and 


are harshly burdensome on most widows, pensioners 


and other persons with fixed low incomes; 

(5) That elementary and secondary, education costs, in- 
cluding debt charges, absorbed over 50% of the 
property tax revenues of municipal units in Nova 
Scotia in 1961; 

(6) That the use of the property tax to finance the 
major portion of the cost of elementary and second- 
ary education constitutes an injustice of major 


significance to the nation's educational needs, to 


property tax-payers and to local communities. 
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1 Wide disparities in revenue resources as between 

2 one province and another have nennreea in signi- 

3 ficant inequalities in elementary and secondary 

4 education facilities and in the burden of education 
5 costs on property tax-payers across Canada. 


6| THE CITY COUNCIL OF THE CITY OF SYDNEY PROPOSES: 


7| (1) That the Federal Government accept the principle 


8 that the sound financing of elementary and secondary 
9 education is at least as much a matter of national 
10 eoncern as it is of provincial and local concern; 

11) (2) That as a matter of urgency the Federal Government 
12 make a beginning by &lloting a portion of its re- 

13 venue to provincial governments, on an ability to 

14 pay basis, to enable those governments to increase 
15 their grants to local ‘school boards. Further that 
16 the sums so alloted > increased from time to time 
17 to meet reasonable provincial needs, not withstand- 
18 ing that this may involve adjustments in rates of 

19 federal taxation; 

20) (3) That the Income Tax Act be amended to permit home- 
21 owners to claim all, or a substantial fenton, of 
22 property taxes and mortgage interest as deductible 
23 expenses, and that the resulting reduction in fed- 
24 eral income tax revenues be made good by adjustments 
25 in federal income tax rates. 

26 In support of its proposals, City coe sub- 


27|| mits the attached tables "A", "B" and "C" showing revenues 
28 || expenditures of cities, towns and rural municipalities in 
29|| Nova Scotia for the years 1946, 1951, 1956 and 1961. 


30 || These tables have been compiled from the Annual Reports 
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PART I - PROPERTY TAX REVENUES AND EDUCATION COSTS 
eee 


IN_NOVA SCOTIA 


The Province of Nova Scotia is organized for 
local government purposes into 3 cities, 39 towns and 24 
rural municipalities, the City of Dartmouth having re- 
cently been elevated from town to City status. 

In 1961, 346,000 persons in Nova Scotia, com- 
prising 47% of the Province's total population lived in 
cities and towns, and 391,000 persons, comprising 53% of 
the population lived in rural municipalities. 

| In the cities and towns, in 1961, total pro- 
perty taxation revenues were $25,700,000. Local elemen- 
tary and secondary education costs, including debt charges 
borne by property taxation revenues were approximately 
$11,900,000. Local education costs, including debt charge 
borne by provincial grants ‘sere eh ee $4,800,000. 

In the rural municipalities in 1961, total pro- 
perty taxation revenues were $12,600,000. Local ele ien- 
tary and secondary education costs, including debt charges 
borne by property taxation were approximately $7,700,000. 
Local education costs, including debt charges, borne by 
provincial grants were approximately $12,700,000. 

Taking cities, towns and rural municipalities 
together, total 1961 taxation revenues were $38,300,000. 
and total local elementary and secondary education costs, 
including debt charges, were approximately $37,100,000. 
of which $19,600,000. was borne by property tax-payers 
and $17,500,000. by the provincial government by way of 


grant. Other provincial government expenditures not made 


by way of direct grant are not included in these figures, 
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The overall picture from 1946 to 1961 is approx- 
{mately as follows for all 66 Nova Scotia cities, towns 


and rural municipalities combined - 


1946 L961 


Taxation Revenues $10,690,000 $38,300,000 
Net Local Education Costs 
(including net debt charges) 4,300,000 19,600,000 


% of Net Local Education Costs 


tonbomea Taxation Revenues 40% 51% 
NOTE: The above figures are as shown in Table "C"- but 
with approximate adjustments to allow for the fact 
that $2,700,113 of the total of $4,663,662. debt 
charges shown in Table "C" is met by provincial 
grant. 
Allowing for a 27% population increase, from 
578,000 in 1946 to 737,000 in 1961 the per capita propert 


tax burdens in those two years are - 


1946 19 6.2 


Property Taxation per Capita 18.50 51.97 
Of which (a) net education 

expenditure 

including net 

debt charges « 7.44 26.59 


(db) All other tax- 
borne expenditures 11.06 25.38 


The average 1961 property taxpayer in Nova 
Scotia was paying 3.6 times as much for education as in 
1946 and 2.3 times as much for all other local services. 

Average weekly wages and salaries in Nova Scoti 
in 1961 were 2.1 times the 1946 level. (Dominion Bureau 
of Statistics figures). 


This summary, it is submitted, establishes 
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clearly that rising costs of elementary and secondary 
education have caused property tax levels to move rapidly 
ahead of income levels in Nova Scotia in the post war 
years. Municipal units in Nova Scotia are consequently 
unable to provide adequate local services because rising 
education costs force drastic restrictions of other 
services in order to keep property taxes from rising to 
completely unacceptable levels. 

This is not to say that municipal units in 
Nova Scotia are, today, able to provide reasonably 
adequate educational facilities, even with restrictions 
of other services and with the aid of provincial educa- 
tion grants. On the contrary, the urgent social need 
throughout Nova Scotia at the present time is for monies 
to construct, maintain and staff sufficient elementary 


and secondary schools at _evels of reasonable adequacy. 
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TODAY 
SSS 


The City Council of the City of Sydney does not 


icontend that property taxation is unjust in principle. A 
! 
5| good case can be made for it, particularly when it is 


regarded as part of the over-all pattern of federal/pro- 


6| 

| vincial/municipal taxation. 

8| Today, however, property taxation is open to 

A renee criticism in five important respects - 

10|(1) It is rising much faster than incomes. In Nova 

11 Scotia property taxation per capita were, in 1961 
12 2.8 times their 1946 levels whereas incomes had 

13 doubled since 1946. Hence, the regressive nature 
14| of property taxation is being more amd more keenly 
15 felt. 

161 (2) It has reached a level where it is unduly restrictive 
17 on and discourages the development of industrial, 

18 commercial and residential property. In most Nova 
19 Scotia communities new industry can be encouraged 
20 into the community only, if at all, by substantial 
21 property tax concessions. In Sydney property tax 
22 concessions have had to be granted to Sydney's manor 
23 industry, the Dominion Steel & Coal Corp., even 

24 though the Dominion Steel & Coal Company has been 
25 in Sydney for almost sixty years. 

26 | (3) It is harshly burdensome on that large section of 
27 the population with low fixed incomes. Most widows 
28 and persons over 65 years are in this class. In 

29 Sydney between 20% and 25% of the adult population 


are widows or persons over 65. 
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Because more than 50% of property tax revenues in 


2 Nova Scotia are required for education purposes, 


3 municipal units are unable to provide other essen- 

4 tial tax-borne services with reasonable adequacy. 

5 What local community would not increase its social 

6 welfare payments, grant relief to taxpayers with 

7 fixed low incomes, improve its fire and police forces 
8 its sewerage, sanitation and waste removal facilities 
9 its roads and streets, its recreational, cultural 

10 and community service activities, its hospital 

11 buildings and health services, if only a larger 

12 proportion of property tax revenues, could be chan- 
13 nelled into those fields of local need? 


14] (5) Insofar as the property tax is utilized to meet the 


15 major part of the cost of elementary and secondary 
16 education it is the w %ng tax. It does not provide 
17| sufficient revenues for the purpose, even when those 
18 revenues are supplemented by provincial grants. It 
19 is inequitable because it is based on property owner- 
20 ship, whereas education should be financed on an 

21 ability to pay basis. 
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1] PART III - ‘IMPACT OF PROPERTY TAXATION ON PERSONS WITH 


11 


12 


13 


14 


15 


16 


17 


13 


19 


20 


21 


i 


ANGUS, STONEHOUSE & CO. LTD. 
TORONTO. ONTARIO 


LOW FIXED INCOMES 


It is sometimes too readily assumed that pro- 


4! perty taxation has some fairly close relationship to 


ability to; bay. This may have been true at the time of 
Confederation when the assets of well-to-do persons were 


in the form of property, not paper securities. But today 


i the case is quite different. Many widows, pensioners, 


| and others with low fixed incomes are living in properties 


which were acquired in better days when the head of the 
family was working, other members of the family were con- 
tributing to the family income, and property taxes were a 
third or a quarter of what they are today. 

Can an elderly couple living on one Old Age 
Security Pension of $65.00 monthly really afford to pay 
$100.00 or $200.00 annually in property taxation? So far 
as they are concerned, is not every additional few cents 
on the tax rate another turn of the screw? And if it be 
said that they should face the inevitable and sell up the 
home they struggled for years to own, where else should 
they go? 


Many Councils in Nova Scotia grant some measure 


| of relief to some property taxpayers with very low fixed 


incomes. No Council can afford to grant substantial 
relief to all property taxpayers with very low fixed in- 


comes. The burden on other taxpayers would be too heavy. 
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PART IV_- THE THREE INJUSTICES OF PRESENT METHODS oF - 


FINANCING ELEMENTARY AND SECONDARY EDUCATION 


(a) THE INJUSTICE TO EDUCATION 

As has been shown, well over 50% of local pro- 
perty taxation revenues throughout Nova Scotia were, in 
1961, used to finance elementary and secondary education 
facilities. Total property taxation revenues for educatio 
purposes were $19,000,000. This sum had to be supplemen- 
ted by a further $17,500,000 from the provincial govern- 
ment. There is not a city, town or rural municipality in 
the province which will claim that the educational facili- 
ties it provides are reasonably adequate. Many schools 
were constructed before the turn of the century and many 
more before the first world war, The City of Sydney re- 
cently completed the largest school construction program 
in the City's history, yet * elve of the city's twenty- 
three schools in use today were constructed between 1885 
and 1918. 

Education costs per pupil in Nova Scotia are 


very substantially below those in Central and Western 


| Canada and necessarily have to be while the burden rests 


on local property taxpayers and on a provincial govern- 
ment whose revenue sources are limited and whose sales tax 
gasoline and other taxes are already among the highest in 
North America. Nova Scotia's sales tax is in any case 
used wholly for hospitalization expenditures ena ods 
Scotia's gasoline taxes together with other road user 
taxes are insufficient to meet provincial higheay con- 
struction and maintenance expenditures. 


The City Council of the City of Sydney believe 
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that the provision of adequate and constantly improving 
facilities for the education of the nation's youth is be- 
yond the financial capacity of municipal governments while 
provincial education grants remain at their present levels. 
In these days of nuclear energy, space flight and rapid 
communications between nations, Canada cannot afford the 
wide divergencies in educational facilities which at pre- 
sent exist between one community and another and one pro- 
vince and another. Adequate provincial government assis- 
tance would be the answer, but some provincial governments, 
particularly those in the Maritimes, are already at the 

|} limit of their financial capacities in this respect. 

The major injustice in present methods of edu- 
cation financing is, it is submitted, the injustice to 
education itself, to the nation's youth, to the Canada of 
to-morrow. 

(bo) THE INJUSTICE TO THE PROPERTY TAX-PAYER 


The provision of adequate educational facilities 


} 
t 


in a community benefits property only in a broad sense. 
It does not offer such direct benefits as do paved streets, 
| sewers, piped water supply, garbage collection, police 
and fire protection. It is not thex;fore equitable that 
citizens should contribute to education expenditures 
largely in proportion to the assessed values of their pro- 
perties. Their contributions could more equitably be made 
through an ability to pay tax such as federal income tax. 
(c) THE INJUSTICE TO THE LOCAL COMMUNITY 

The well-being of a nation can to a large de- 
gree be measured by the well-being of its local communi- 


ties. The well-being of a city or town is typified by 
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the standard of its residential properties, its pattern of 
retail stores, commercial and public buildings, industrial 
plant and public utilities, its roads and streets, its 
educational, health, sanitation, welfare, cultural and 
recreational facilities, its fire and police protection 
and its law enforement. 

Property taxation is a vital part of this pat- 
tern. Where adequate local services are provided and 
property taxes can be maintained at a reasonable level, 
the progressive development of a community is encouraged 
and enhanced. 

Present methods of education financing do not, 
however, permit the channelling of sufficient property 
tax revenues into needed local services nor do they allow 


property taxes to be maintained at reasonable levels. 
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1) PART V - PROPOSALS FOR AMENDMENTS IN FEDERAL TAXATION 
eee 


2 POLICIES AND IN THE INCOME TAX ACT 


3 City Council recognizes that the budgetary pro- 
4|blems of the federal government are many and complex, 

5| involving nae ee reconciliation of diverse and conflic- 
6| ting asreinican Acutely conscious of the need to develop 
7 local communities and to improve the patchwork standards 
giof elementary and secondary education across Canada, City 


g|Council makes two proposals - 


19| PROPOSAL ONE 


11 That as a matter of urgency a portion of budget- 
12|\ted federal revenues be channelled to provincial govern- 

13 ments on an ability ot pay basis to enable those govern- 
14||ments to increase their grants for elementary and secondary 
1sjeducation purposes, And, further, that the allotment be 
16increased periodically until the objective of adequate 


17 educational facilities for all Canadian school children 


18 is brought within reasonable reach of all ten provinces. 


49 ||And, finally, that these measures be taken notwithstanding 
29 that they may involve adjustments in federal rates of 

21 |\taxation. 

92 |PROPOSAL TWO 


23 That the Income Tax Act be amended so as to 


4 permit all home-owners to claim as deductible expenses 
95 their payments of property taxes and payments of interest 
96 }0n mortgages, or to claim a substantial fraction of each 


27 of such payments. These two items of payment are, at 


2g |present, deductible expenses only for income property in 
99 (Canada. In the United States all home-owners who are 


39federal taxpayers can deduct them. In the United Kingdom 
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1 payments of interest on mortgages are deductible, but not 
2 payments of property pastes 
3 The amendment to the Income Tax envisaged by 
4! city Council would automatically involve adjustments in 
Si rates of federal income tax to the extent required to make 
6| good the loss of tax revenues sighs’ from the deductions. 
7|\The over-all effect would be that while the federal govern- 
8|iment's total income tax revenues would not be affected 
Ol there would be a redistribution of the tax burden among 
10] individual taxpayers. The taxpayer who is not a home- 
Paar would pay more. The taxpayer whose payments of pro- 
12 verty taxes and mortgage interest are relatively low in 
iS etatiod to his taxable income would also pay more. The 
14||taxpayer whose property tax and mortgage interest payments 
15] are relatively high in relation to his taxable income 
16} would pay less. 
17 | Several benefits would flow from the implemen- 
18||tation of this proposal - 
19/ (a) Home-ownership and the ownership of better class 
20 homes would be encouraged and brought within the 
21| financial limits of many persons not at present 
22 able to acquire their own homes. 
231 (b) This in turn would create employment in the home 
24 | construction industry. 
25 || (c) The demolition of slum properties would be 
26 accelerated. 
27 | (a) Total residential assessments would rise in local 
28 communities, thereby providing needed additional 
29 revenues to municipal governments. 
30 || (e) Residential properties would tend to occupy a 
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i larger proportion of a community's total assessment 
2 and hence eas greater share of the tax levy. 

3 This would benefit owners of commercial and indus- 
4 | trial properties. 


5 |CONCLUSION 


6 City Council is aware that the two proposals 


7ioutlined involve major national adjustments in thinking 
8iiand in objectives. 

Tia The adjustment in thinking requires a clearer 
10jappreciation of what should be the over-all national ob- 
1l|i\jectives of federal, esutntals and municipal taxation, 
12iconsidered not separately but as part of a national 
13||pattern. 

14 The adjustment in objectives necessitates a 
1S|firmer and stronger emphasis on the nation's educational 
16/needs, a more sympathetic and helpful approach to the 
17|homeowner and a deeper understanding of the importance to 
18jour nation of sufficient local revenues and adequate local 


19|services in every community. 
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SUBMISSION 
OF 


RETIRED CANADIAN RAILWAY EMPLOYEES ASSOCIATION 


76 Athlone Avenue, | 
Moncton, N.B., 
January 28, 1963. 
The Royal Commission on Taxation, 
Ottawa, Ontario, 
Honorable Gentlemen: . 
On behalf of the Retired Railway Employees 
Association Incorporated, we wish to express our 
appreciation of having the opportunity of appearing 
before your Honorable board, in support of our brief 
filed with the einestany of your board under date of 
November 7, 1962, 
The brief above cited was forwarded to the 
Honorable Minister of Transport, Leon Balser under date 
of December 6, 1960, but it seems to have been lost 
sight of. You will note that the brief deals with two 
different subjects, namely, increases in low pensions 
and pension allowances being exempt from taxation, 
It is our understanding that your Honorable 
board has ad established for the purpose of dealing 
with the matter of taxation only, therefore, we will 
confine ourselves to that subject. 
Resolution No 6, sponsored by the Moncton 
Local division of the Retired Railway Employees 
Association Inc,., and endorsed by action of the: con- 


( 
vention of the association held.in the City of Halifax, 
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Nh 


z, 


N.S., September 8 and 9, 1960, reads as follows: 
"Whereas due to the high cost of living, 

Retired Railway Employees find it impossible to secure 

the necessities of life, therefore, they are deprived 


of the standards of living under the present retiring 


allowance which they receive from the different pension 
plans, and, whereas: A great burden has been imposed 
upon them account of the pensions which they receive 
being classed as income and ene ee the income tax 
act. Therefore, be it resolved that this matter be 
brought to the attention of the Prime Minister of Canada, 
as well as the Federal Members of Parliament, urging 
that consideration be given to amending the income tax 
act, to provide for the exemption of pension allowances 
as income under the act." 

It is noted by the Press reports, that the 
Chamber of Commerce, Boards of Trade, as well as other 
business firms are seeking relief from taxation. 
Therefore, if there is any possibility of reller for the 
ones above referred to and we are led to believe that 
there will be under bill C 78, which we will deal with 
later in this brief, then surely the citizens who have 
given their lifes' services to the well being of their 
Country and obliged to retire, should be accorded the 
privilege of having his pension allowance exempt from 
taxation. 

During the discussions in the House of Commons 
November 15, 1962, in regard to bill Cc 78, to amend the 
income tax act. The Honorable Minister of Finance, 


George C. Nowlan had this to say, and we quote in part: 
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1 "Mr, Nowlan: thank you, Mr. Speaker. The bill contains 
2| a number of provisions which will be of substantial 

3] benefit to taxpayers. It is estimated that ‘the total 

4] tax revenue given up by the tax concessions to be 

5] provided by this bill will be about one hundred and twenty| 
6| eight million on the basis of a full year. 

7 The main income tax proposals which this bill 
gi is intended to implément, have been described in the 

g] income tax resolution which was before the committee of 
10] ways and means last Wednesday. Although all parts of 

11] the bill are important, I think general interest will 

12) centre upon those parts which implement four major 

13) proposals, Those are the increased deductions for 

14] dependents; a tax reduction for corporations based on 
151 increased sales; the right to deduct 150 per cent of 

16] increased expenditures on scientific research; and the 
17| series of amendments to assist the oil and gas industry. 
18 The additional $50 deduction for dependents 

ye will bring important tax savings to all tax payers with 

20|| dependent children and other dependents, and will 

21) completely relive some 80,000 taxpayers from payment of 
22|| income tax, Then the Minister goes on to deal with 

23| production and expanding markets and etc." 

24 You will note that this bill does not provide 
25 any relief from taxation for those who are retired from 
26 active service and depending on their monthly pension 
27|| allowance for a living. We realize that the matter that 
28|| we are dealing with is purely the responsibility of the 
29|| Federal Government, but due to the fact that the income 


30] tax structure in the United States was referred to by the 
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Honopabke Member of Parliament Mr. Mather November 16, 
1962, at the time bill C 78 was being discussed on the 
floor of tie House during the third reading of the bill. 
Mr. Mather pointed out many of the exemptions which 
favor the average citizen in the United States under 
their income tax law, but we sted that he did not make 
mention of the pension allowances paid under the Railroad 
retirement benefits or the social security benefits which 
are exempt from taxation.,. 

The Retired Railway Employees Association 
Incorporated feel very strongly concerning this matter 
of having their Gai acai classed as income 
under the income tax act, and we, pray your Honorable 


board will give our request every consideration. Thank 


you, 
P. W,. Caldwell, J, Walter Lyon, 
Grand President, Grand Sec-Treasurer, 


Retired Railway Employees Retired Railway Employees 


keen. Inc, Assn. Ine. 
; 
104 Lansdowne St., 76 Athlone Avenue, 
Campbellton, N.B, Moncton, N.B. 
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SUBMISSION 
OF 


RETIRED RAILWAY EMPLOYEES ASSN, INC, 


Retired Railway Employees sea ine. 

Operating under federal charter No, 247 Moneton N.B, 
To: The Honourable Leon Balcer, 

Minister of Transport, Ottawa, Ont. 

Honorable Sir: 

The Retired Railway Employees Assn, Inc., 
hereby submit to you for your consideration and action 
the following brief: 

We the representatives of the above named association 
request that immediate action be taken regarding an 
increase of Pensions for all Railroad Employees who have 
retired from the service of the Railways and that such 
increase will apply to all future Pensioners, The 
Retired Railroad Employees under the Intercolonial and 
Prince Edward Island Provident fund and under the 
direct control of the Department of ramets and the 
pension cheques are issued by the Government of Canada, 
through the Department of Transport, on behalf of the 
membership of our association and all future members, 
we ask that our request for increase in pensions be 
submitted to Parliament without delay. 

In view of the fact that under the above 
mentioned plan the members have contributed one and one 
half (1-1/2) per cent of the salaries during their 
service with the Railways, therefore, we believe our 


request for increase in pensions, especially those who 
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come under the contributory plan is justified and in 
order, 

The Canadian National Railways are owned by 
the people of Canada and operated by a board of directors 
appointed by the Government of Canada and the Government | 
has from time to time assisted various groups of citizens 
through subsidies and other assistance, etc. We feel 
that “e also-are justified in requesting increases for 
those Railway Employees who have contributed under the 
non-contributing Railway pensions, 

The above requests are made due to the high 
cost of living and the devaluation of the purchasing 
dollar. We believe that the present Government should 
instruct the Board of Directors of the Canadian National 
Railways to provide an increase in pensions in order to 
provide all pensioners a reasonable standard of living. 

A large number of Railway pensioners do not benefit by 
the old age assistance under the age seventy (70) years, 
particularly those Railway pensioners who through 
physical disability caused by active service in defence 
of our Country. It is our belief that an adjustment 
should be made in the income tax act. That all 
pensioners in Canada should not be taxed on pensions or 
even at least an exemption up to seven thousand dollars 
$(7000.00), and that this portion of the act should 

be amended, 

We would also draw your attention to the fact 
that those who participate in the Intercolonial and 
Prince Edward Island provident fund should be classed 


as Civil Servants,due to the fact that this act was 
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1] brought! into force by the Federal Government in the year 
2] 1907 and is administered by the Government of Canada. 

3] We would like to give you a few facts and figures in 

4]| connection with the Intercolonial and Prince Edward Island 
5] provident fund, which came into force April lst, 1907 | 
6| and at which time the minimum pension was twenty dollars 
7|| ($20.00) per month and in the year 1921 the Government 

8|| passed ipa tatt an to raise the minimum pension from 

9] $20.00 to $30.00 per month, in accordance with vote 

10| No. 473, to do this it cost the Government in 1921, 

11) $36,145.78, the year 1922, $48,699.09 then it decreased 
12] every year on an average of one thousand dollars 

13|| $1,000.00, right down through the years to 1959, when 

14] the assessment was $8,514.85 and now this agreement at 

15] 1961 is wiped out due to all the $30.00 a month pension- 
16||. ers are gone, If the Government would see fit to renew 
17|| this legislation and increase the basic pension to 

18) $100.00 per month it would take care of all the low 

19| bracket pensioners plus the old age security pension 

20); and therefore give our aged and respected pensioners 

21} 2 more hopeful outlook in life in their declining years, 
22 Whereas, at the present time the indigent 

23) poor with all the eas services and under the new 

241) social tee ee act in which the Provincial Governments 
25) and the Municipalities participates are living in luxury 
26|| compared to our aged Railroad pensioners who would sooner 
27). starve or freeze than seek charity. It should also 

28 || be taken into consideration the loss of time suffered by 
29 our personnel during depression years, which has caused 


30|| a great many of our pensioners to loose from one (1) 
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1} to twelve (12) years on their allowable pension werden 
2) which was no fault of their own as they were available 

3] for work, but due to the. fact ‘that twelve and-one half 

4) (12-1/2) calender days had to be worked to constitute 

5] a full month many fell short of this allotment over a 

6| period of years and thus had to retire at the age of 

7| sixty-five (65) with a very much smaller pension than 
they normally should have received, Further we beg to 
submit the following: © 

(1) Whereas: our association has presented to the 


Federal Government several Briefs since March 15, 1959, 


| 
requesting increase in pensions to retired employees 
under the above plans, therefore, we are again humbly 
asking the present Government to submit to Parliament 
our request a scale of rates for increasing present 
pensions, 
Basic rate of pension, $100.00 per month 
Pensions from $100.00 to $150.00 per month 20% increase. 
seers $150.00 to $200.00 per month 15% increase, 


Pensions $200.00 to $300.00 per month 10% increase, 


No increase in pensions over $400.00, 

(2) Whereas: the present Canadian National Rail- 
ways pension plan provides for a basic pension section 
112, of $300.00 per year, of $25.00 per month, at the 
sole expense of the Company, we maintain tkt the 
Intercolonial and Prince Edward Island provident fund 
act should have been amended to provide this basic 
pension to those already under this act, and those 


employees who are contributing to this pension at the 


Pensions $300.00 to $400.00 per month 5% increase, 
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present time. It is therefore respectfully requested 
that this change be made in the act, and that all 
pensioners and prospective pensioners be granted this 
baste pension, | 


(3) Whereas: there is no clause in the Inter- 


—. 


colonial and Prince Edward Island provident fund act for 
an allowance to widows of pensioners after the death of 
their Hisbande,, we request that the act be amended to 
allow fifty per cent (50) per cent of the pension to 
be laid aside for widows of pensioners, 
(4) Whereas: a pension (if single) is only allowed 
tax exemption of $1000.00 and after (65) years of age 
an additional $500.00 making a total of $1500.00, and 
whereas upon receipt of the old age pension of $55.00 
a pensioner is required to pay a tax due to coming under 
the higher bracket of taxation, we maintain that 
pensioners should not be taxed, especially those who 
were employees of the Canadian Government, We request 
that some action to amend the income tax act, to give 
relief to the pensioners in the taxation field as 
outiined in resolution No.6, which has already been 
supmitted by the retired Railway Employees association 
incorporated to the Federal Government. At this time 
we wish to than the Prime Mininster and his Cabinet 
for giving us of their valuable time, the opportunity 
in presenting these facts and we appreciate exceedingly 
you have taken your time to lend a listening ear to our 
requests. 

Sincerely, 


Signed on behalf of the Retired Railway Employegs 
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Assne) Ene 
P.W., Caldwell CG. As“Bixon 


President Secretary-Treasurer, 


Resolution No (6) 

Sponsored by Retired Railway Employees Assn, Inc. 

Moncton Division, 

Whereas: Due to the high cost of living, Retired 
Railway Employees find it impossible to secure the 
necessities of life, and therefore they are deprived 

of the standards of living under the present retiring 
allowances which they receive from the different pension 
plans, and 

Whereas: A great burden has been imposed upon them 
account of the pensions which they receive being classed 
as income = subject to the income tax act. Therefore, 
be it resolved that this matter be brought to the 
attention of the Prime Minister of Canada, as well as 
the Federal members of Parliament, urging that con- 
sideration be given to amending the income tax act, to 
provide for the exemption of pension allowances as 


income under the act, 


—y 
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EDWARD G. BYRNE, Q.C. Suite 1-3, 


Barrister & Solicitor Eddy Building, 
BATHURST, N.S., 
February 6, 1963. 

P. Michael Pitfield, Esq., Secretary 

Royal Commission on Taxation, 

P.O. Box 466, 

Ottawa. 


Dear Mr. Pitfield: 
Thank you for yours of January 28th. 


Due to other commitments, being 
amongst others the responsibilities as Chairman of the 
New Brunswick Royal Commission on Finance and Municipal 
Taxation, I will be unable to arrange for a brief and 
presentation to your Commission, and in any event the 
period April 18 - 26 would be impossible. 


My principal intended submission was 
to be a criticism of the present mode of collecting 
Federal income taxes at the source, i.e., deduction by 
the employer. In this day and age a very substantial 
amount of the monies raised by taxation is being devoted 
to so-called social welfare. The recipients are, for 
the most part, the indigent and low to average wage 
earners. It is to these people particularly that our 
politicians as such are holding out promises of free 
this and free that. The forthcoming Federal election 
will no doubt prove no different and there will be 
caged rash of promises of things, so inaptly described 
as ree. 


It is this same class of indigent, low 
and up to average wage earners who, generally speaking, 
are the recipients. Due particularly to deductions at 
the source, the recipients are not aware that such 
things are not free and that they, at least in some 
measure, are paying. Several years ago I had the exact 
figures, but for the purpose of this letter will confine 
myself to general statements to the effect that a very 
substantial majority of Canadian income tax payers are 
subject to deduction at the source. Of these a very 
substantial majority treat income tax as something to be 
gained whereby prior to April 30th they file a return 
entitling them to a rebate of the tax deducted at the 
source. Generally speaking workers, especially the 
unionized group, are concerned only with take-home pay. 
It would be my submission that the system of tax col- 
lections is aiding and abetting unscrupulous politicians 
who are, and there is no other way of putting it, 
attempting to buy votes with the taxpayers' dollar. Even 
though I recognize the economic effect of universal 
programs of assistance such as old age pensions, family 
allowance, social assistance and welfare generally, I 
am unalterably opposed to universality in such programs. 
In many respects, we are destroying initiative and as 
well creating a welfare burden that eighteen million 
people cannot long support, and channelling money into 
welfare rather than the development of the Canadian 
potential. Alternatively, I am in no way opposed to 
welfare measures for those who need and are entitled on 
merit to them and in fact I would recommend more real- 
istic provision for such people than now provided under 
the universal programs. 
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EDWARD G. BYRNE, Q.C. 


But very briefly, I may summarize my 
point by saying that it is my belief that if at least 
Federal income tax were collected directly from those 
responsible for payment, the effect would be better 
government, certainly more democratic. Your Commission 
may well take the view that the present system of 
collecting is simple, effective and comparatively without 
cost. This I can only acknowledge, yet on the other 
hand I am of the opinion that employers should not be 
subjected to performing the work of the government and 
at considerable cost to themselves and, secondly, due 
to my familiarity with the Income Tax Act and the 
Department, that the Department has every means in its 
power for instituting direct collections. Also, it would 
be my guess that the present income tax staff would be 
nearly adequate for direct collections. Possible tax 
evasion might be substantially eliminated if all employ- 
ers were required to annually file a list of their 
payrolis. 


My intended submission has been dis- | 
cussed with one or two industrial concerns which may be 
presenting briefs and if so, it is my hope that perhaps 
they may incorporate my submission in their own. In 
any event, I do request that a copy of this be circulated 
among the members of your Commission, some of whom are 
personally known to me and held in high regard. Copies 
are enclosed for such purpose. 


Yours very truly, 


(Signed) EDWARD G. BYRNE. 


EGB: IW 
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The Fisheries Association of British Columbia 
appreciates your invitation to submit a brief dealing 
with Federal Tax matters of concern to it. The 
Association eta voluntary organization of limited 
liability companies whose plants process 85 - 95% of the 
canned salmon produced in British Columbia and 80 - 90% 
of the herring fishery. 

Frequently more than 50% of the gross annual 


revenues of the member companies is derived from sales 


| 
| 
| 
in world export markets; sales made is direct competitio 
with Japanese, Russian and American producers of canned 
salmon, and with numerous other producers of fish meals 
and oils. 
Advances to Fishermen | 
(1) The British Columbia industry does not receive, | 
or ask for, any subsidies from the Federal Government; | 
nor, as a primary industry gaining its revenue from the | 
acquisition, processing and sale of a natural resource, | 


does it receive any preferential tax treatment. (The 


five year income averaging and straight line dépreciation 
provisions are available to taxpayers whose chief source 
of income is "fishing", but none of the member companies 
of this Association so qualify, because of their 
processing operations.) -In order to acquire its raw 
product -- fish, the fishing companies find it necessary 
to finance the fishermen; this financing can amount 

to many thousands of dollars per fisherman, and in 
addition to financing his boat and gear, it is often 


necessary in poor fishing years to finance the fisherman 
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for his day-to-day living needs. This financing by the | 
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fishing companies may be likened to the exploration and 
development expenses of a mining or oil company, as it 
is the first step necessary in the process of seeking 
out and acquiring the raw product, Houever, unlike a 
mining or oil company, a fishing company is not allowed 
to write off this expense against taxable income, 
Although the amount of any fisherman's account which is 


proved to be positively uncollectable is allowed as a 


deduction on account of bad debts, the majority of these 


"advances to fishermen" are regarded by the Tax Depart- 
ment as accounts receivable; and accordingly the only 
manner in which any part of them is allowed as a 
deduction from income is as a reserve for doubtful 
accounts, A considerable number of these advances are 
seldom fully paid off and a fisherman will remain in- 
debted to a fishing company for so long as he continues 
to fish. ~ Despite this Tact, it has required strong 
representation by the fishing companies to obtain from 
the Tax Department a relatively small blanket reserve 
in respect of these accounts. 

(2) We recommend that the amount by which a 
company's "advances to fishermen" increases in a year 
be regarded as a direct cost of seeking out and acquir- 


ing fish and be allowed as a deduction in computing 


taxable income for that year. In good fishing years 


the total advances to fishermen should decrease, so that 


there would be an addition to taxable income by the 


amount of the decrease, 
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The Prince Rupert Fishermen's Co-operative 
Association 
(3) The largest processing plant in British 
Columbia, other than plants owned by members of 1this 
Association, is owned and operated by the Prince Rupert 
Fishermen's Co-operative Association, whose growth and 
expansion in recent years has been viewed with alarm by 
the member companies of this Association. .We believe 
that the management of the member companies of the 
Fisheries Association is as efficient as the management 


of the Co-operative; that our plants are as modern; 


and our fishermen are as efficient as theirs. One reason 


they have been able to expand -- as they have done -- 

is due to the tax advantages conferred on Co-operatives 
under the terms of the Income Tax Act. We do not | 
believe that there is any justification today for the | 
gross differentiation made between the taxation of | 
corporate profits before dividends and the taxation of : 
Co-operative retained earnings after the nayment of | 
deductible patronage dividends. The Commission undoubt- 
edly will be receiving many submissions dealing at 
length with this matter. We merely wish to draw to 


your attention our conviction that if Canadian industry 


and business is to continue to attract investment monies 


and to promote the cause of free enterprise, capitalistic 
system, it seems illogical to encourage by unwarranted 
tax concessions a type of economic system in direct 
competition. 

(4) We therefore recommend that the following: 


two sections of the Income Tax A-t be repealed:- 
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Section 73(1) which provides that no tax is 
payablé on the taxable income of a Co-operative 


for each of the first three taxation years , 


gt 
sf 


after its commencement of business.\~_—~ 
Section 75(1) which provides for the deduction, 
in computing taxable income, of patronage 
dividends 


Capital Costs 


(5) During the post-war years there has taken 


place a tremendous increase in the size and efficiency 
of the Japanese and oes fishing fleets operating 

in the North Pacific. It is our understanding that the 
cost of their fleets is in whole or in part underwritten 
by the respective national governments. 

(6) In order to compete with these and other 
fishing nations, the Canadian industry anes a modern, 
well-equipped fleet of fishing boats and ancillary 
vessels, This is the area in which there is the greatest 
need for large capital investment. Under the present | 
"Ship Construction Assistance Regulations", cba Federal | 
government, through the Canadian Maritime Beet eaten. | 
grants subsidies to shipowners and ny eee for the | 
construction of certain types of vessels. These 
regulations are of little application to the British 
Columbia fishing industry because the classes of vessels 
which, are eligible, for subsidies are not in practical | 
use in the British Columbia fishing industry; and as | 
far as fishing boats are concerned, the regulations | 


discriminate in favour of the East Coast industry 


(Z) The relative sections of the Regulations are 
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attached for your information, 

(8) In order to encourage the necessary capital 
investment, we recommend that a system of ts nwentment 
allowances" be introduced similar to those in effect 

in Britain and certain other European countries. The 
existing incentive of accelerated depreciation provided 
by Regulation 1109 issued under the Income Tax Act is 
not deghess ction Increased or accelerated capital cost 
allowances are a temporary benefit, greatly appreciated 
over the short run, but sadly misséd in later profit 
years when there is no capital cost allowance to charge 
against the profits -- especially if tax rates have 


increased during the interim. An investment allowance 


=P 


of say 30% of the capital cost, allowed as a deductien 
from taxable. income, in the year: of ' the,»expenditure, in 
addition to normal capital cost allowances, should 
provide an incentive to Canadian industry to carry out 
more capital expansion, 

Business Losses 
(9) The profit history of the British Columbia 
fishing companies shows a record of tremendous fluctu- 
ations from year to year; these fluctuations being 
directly attributable to the great changes in the sizes 
of the annual fish ae 


(10) The most profitable salmon harvested on the 


Pacific Coast is the sockeye, which has a four year life 


eycle, and industry profitsrtend) to peak. everyAtourth 
year whereas the other three years generally result in 
small profits or in losses of various magnitudes. 


The present provisions of the Income Tax Act provide 
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for the offsetting of a loss in any year, against the 
profits of the preceding year and the five subsequent > 


years. Should the members of this Association fail to 


they would be unable to recoup the liaaneccsiehaleed out 
of taxable profits of. the other years; within the limits 
set by the present provisions of the Act. 
(11) We do not understand the reasons for the 
present limitation on the carry forward of losses and 
reeommend its repeal. Its existence can create great 
hardships in certain circumstances, while its removal 
could not result) in any great loss of revenue to ‘the 
national government. | 

Consumption Taxes 
(125 The Commission will no doubt be investigating 
various forms of taxation, either as alternatives, or 
as additions, to the existing tax structure in Canada. 
Many references have recently been made to consumption 


! 


(or direct) taxes, such as the "value-added" tax in 
force in France and other European ee oe We would 
emphasize to the Commission that such forms of tax 
create undue hardships in industries such as ours whose 
experience shows a history of high costs and low profit 
margins. Any form of taxation which increases our 
direct costs,-only ‘serves to imperil our competitive 
position in both the domestic and world markets. A tax 
on profits, from our viewpoint is much more equitable. 


Respectfully submitted, 


FISHERIES ASSOCIATION OF BRITISH COLUMBIA 


realize one profitable peak year, it is possible that 
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EXCERPTS FROM P.C. 1962-1122, dated August 3rd, 1962 - 
CANADIAN MARITIME COMMISSION 
REGULATIONS RESPECTING CAPITAL SUBSIDIES FOR THE 


CONSTRUCTION OF COMMERCIAL AND FISHING VESSELS 


Interpretation 


(f) “eligible ship" means a vessel that is 
intended for use in commercial enterprises 
and that is 
(i) a self propelled vessel of ice hundred 

tons gross tonnage or over, 

(42) a vessel that is not self-propelled, 
of two hundred tons gross tonnage or 
overs’ ar 

(iii) a tug of fity tons gross tonnage or 
over; 

(g) "fishing trawler" means a fishing vessel 
that has a steel hull of not less than 
seventy-five feet in length and tenuis 


an otter trawl or similar device; 


Subsidy 


(1) <A subsidy, in respect of the construction 
in Canada of any eligible ship, may be paid 
in an amount not exceeding 
(a) forty per cent of the approved cost 
incurred for work performed under a 
contract between May 12, 1961 and 
March 31, 1963; and 

(b) thirty-five per cent of the approved 


cost incurred for work performed 
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under a contract after March 31, 1963. 
(2) A subsidy in respect of the construction 
in Conada of a fishing trawler to be 
operated out of a port in any of the 
Provinces of New Brunswick, Newfoundland, 
Nova Scotia, Prince Edward Island or 
Quebec may be paid in an amount not 
exceeding fifty per cent of the approved 
eost incurred for work performed under 4 


contract after May 12, 1961. 
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SUBMISSION 


of the 


KINGSWAY LAMP AND MFG (1960) LTD. 


to the 


ROYAL COMMISSION ON TAXATION 


February 14, 1963. 
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KINGS! WAY LAMP & MFG, (1960) LTD, 

1670 Pandora Street, 
Vancouver 6, B.C. 
February 14th, 1963. 

Royal Commission on Taxation, 

P.O. Box 466, 

Ottawa, Canada. 

Reference: M,P.1 

Invitation of Submissions 

Gentlemen: 

Your commission was formed to study the economic 
effects of Taxation. 

May I suggest firstly that this commission up 
to the point of your first 3 choices have tremendous 
qualifications. 

Your second three and this is not meant as a 
reflection are the same types as the first three or as 
most producers refer to service types second guessers, 
Was this commission chosen without any representation by 
secondary industry that is presently being destroyed by 
tax laws undoubtly formed by some of your charter members. 

Section "A" -- Distribution of Burden among 
Taxpayers: 

Eliminate Sales Tax as we now use it. This tax 
should be applied on the users end at a much lower rate 
and not buried where it is compounded by each individual 
obligated. to cover it, 

Section "B" -- Effects of Tax System on 
Employment: 


As long as we ar2 obliged te operate under 
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ANGUS, pela ita - sige To. 3 

1] Section E.T.,111 March 5, 1959, we will not hire Canadian 

2) labor, but Import from abroad whereby the Government is 

3] obliged to charge us Sales Tax at Entry Point, or where 

4] our costs are lowest. As we have lost a large percentage 

5] of material suppliers in the past 5 years a good many 

6| of our components are purchased out of the country in any 

7| case. So our feelings are that as we are obliged to pay 

gi Duty on raw parts or complete goods we are better off not 

gi being involved with employment and purchase complete, 

10 Section "C" -- Provisions in Existing Laws 

11 Under Section E,T.111 March 5th, 1959 this must | 

12|| have been developed and written by the blind. I have by 

13) every manner known to me tried to have some reason 

14) applied. 

15 Do you know that Sales Tax is charged and 

16|| collected by the department even when a Manufacturer has 

17 had the misfortune to sell to an account who for any 

18|| number of reasons does not pay. 

19 Do you realize that dodanie is collected on 

99 | any product that may have to be sold at a ee 

21 Do you understand that under Section E,T,111 | 

22|| that we are not allowed to establish a price for our 

23|| product to remit tax on, 

24 Do you realize that in my Company's’ case we must | 

25|| pay Sales Tax on our top selling price. To illustrate 
26||an instance -- We operate as a Manufacturer and Wholesaler, 
27) As a Manufacturer I can produce an item to sell to another 
28|)Wholesaler for $10.00 plus Tax of 11% to total $11.10, 


299 this party can sell this for $20.00 without further 


Ae nahaey ame! Noman eatd mens 1 


30 |} interference from the tax office, - Should we sell a like 
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| article from our own Wholesale at a competitive price of 


$20.00 our tax is $2.00 not $1.10. This Circular puts us 


in a position of having to pay sales tax on Office Staff, 


| Salesmen, Automobiles, Operating Costs, Unemployment 


| Insurance, Workmen's Compensation, Etc. 


Section "E" 
£ downot. thinkeltiis baste tax Laws that udis= 


courage Canadian Ownership, it is basic Bank borrowing 


| privileges, Our Industry is down to a national average 


of earnings of 2.5%. A bank in this Country likes to see 
6 to 10% Profits showing, 

: If it isn't you don't borrow, if we show this 
percentage the Government is in like a hungry dog, and I 
will defy anyone who is in the Secondary Tndnatetal field 
to make this combination function, 

Our easiest answer is to sell out to an 

American or other Foreign Control to get Capital and be 
out from under our Charter Bank whims. It gives us the 
opportunity to develop on a longer scale. I would guess 
that if you checked with Mr, George Hees, Minister of 
Trade, he would or could substantiate this many times 
over, or if you have access to many Bankruptcies, count 
for yourself the number of businesses closed by our banks 
because of a wrong guess or a poor year by the Manufac- 


turing Industry. 


Should a Company with a problem that is recti- 


fiable have a Government sponsored board he could turn to, 


that would either back him up or say to our present 
sources of lending in this country "Get off his back" 


this condition can be rectified, 
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Over a period of time you could ge a long way 
in keeping people employed who pay taxes, 

Section "F" -- Tax Laws and Administration, 

My suggestion on this is endl attitude is the 
sreatest change needed, 

Were the Internal Tax Office to take what they 
are due instead of taking what iS 3 grab we wouldn't 
be forced into the positions we're in, 

I would strongly recommend that these men and 
able men sit down as councillors to industry and explain 
where their entitlements are first and apply tax second. 

Should you desire I would glady appear before 
your commission if I can be of any assistance, 

Yours very truly, 

KINGS! WAY LAMP & MFG, LTD., 


Hamilton S, Brown, 


ROYAL COMMISSION ON TAXATION. 


Submission by: 
William Hedley Macinnes, 


6757 Cypress St., 


Vancouver 14, B.C. 


Par .p.L. Preface: 
2e= 12. Income Tax - Capital Gains. 
13% do Eecobacesiet ine 
14. Income Tax - Marital Status. 
L5< do Recommendations. 
16 kT Sales Tax - Bad debts. Commission. 


18. do Recommendations. 


Appendix. 
Excerpts from judgments. 
par sl «3. Tax Appeal Board. 
Rent. Exchequer Court. 


8 - 9. Supreme Court. 
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ROYAL COMMISSION ON TAXATION 


Submission by W. H. Macinnes, 65757 Cypress St., 
Vancouver 14, B.C. 


ye My submissions aim at removing unfairnesses 
which are ipritating to taxpayers. Paying taxes 
is a necessary but not a popular duty. Collecting 


taxes should not involve irritating features such 
as undue delay in administration, new rulings by 
the Department, without the sanction of Parliament, 
having the effect of new tax legislation, end 
particularly making the same retroactive. A 
taxpayer, when he is conducting his business, 
should be able to tell what tax thereon he will be 
required to pay. Discrimination should be avoided 
and it would appear fair to treat laymen the same 
as clergymen. 

Re: Income Tax - Capital Gains 

a In 1937 1 started operating a soap factory, 
under the trade name of Western Soap Company. By 
the early 1940s I had the business on 2 profitable 
basis, providing for my needs and a surplus for 
investment. This was in part due to keeping over- 
head at a minimum by operating without a buyer 

or & salesman, a book-keeper or a stenographer, 
doing all this work myself. This meant hard work, 
for long hours and little time for selecting 
investments. I was canvassed by real estate 
agents whom I knew and offered mortgages that were 
then current, viz mortgzges on homes bought by 


working-men who paid 1/3 cash and gave a mortgage, 
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2. bearing 6% interest, to cover the remaining 
2/3. These were offered at a discount of 15%. 
This discount resulted in a 6% mortgage yielding 
7% on the investment and the discount Saari 
security of principal, as the expectation was that 
enough discounts would be paid to make up for 
losses on mortgages that ran into default. I 
invested my surplus funds by buying these mortgages. 
3. The period from 1944 to 1954 was one of 
inflation and rising prices in real estate, and 

a number of discounts were paid. During this 
period the Government took the position in 
Parliament that Canada did not tax capital gains, 
as was done in the U.S.A. Also during this period 
the Tax Department deemed these discounts to be 
capital gains and made no claim for tax on them. 
Rs But without change in the law, the Tax 
Department decided in 1956 that they would try to 
collect income tax on these discounts by claiming 
that the purchasing of them was not investment but 
constituted a business. In the spring of 1957 
they assessed me for tax on the discounts received 
from 1946 to 1954. I objected, quoting the Cohen 
case sect they had not appealed. I was advised 
to appeal to the Tax Appeal Board, but was 
required to pay the tax levied. I promptly. 
appealed and judgment was given June llth 1959 
that I was merely investing my surplus funds and 
the discounts were accretions to capital and not 


sub ject to tax. 
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a. I applied for refund of the tax pa‘d but was 
refused on the ground that they might appeal the 
decision of the Tax Appeal Board. My appeal did 
not stop the Department demanding payment of the 
tax assessed but the possibility of appeal by them 
was given as reason for refusing refund of the 
tax declared by the Tax Appeal Board to have 

been wrongly collected. 

ie Six months and two days later, in October 
1959, on the last day permissible, the Derartment 
served notice of appeal to the Exchequer Court, 
which did not hear the case until September 26th 
1961, and judgment was given May 20th 1962, 
sustaining the judgment of the Tax Appeal Board. 
1 On September 12th 1962 the Department gave 
motice of a oaeIko the Supreme Court of Csnada. 
The case came for hearing on May 10th 1963 and 
judgment was given in favour of the Department. 

So . Thus in 1963, seventeen years after 1946 
the opening year of the period under review and 
nine years after 1954 the closing year, 1 am 
required to pay tax on discounts received between 
1946 and 1954. This in spite of the fact that 
during the period 1946 to 1954 no claim for tax 
was made on these discounts which were deemed to 
be capital gains. On Department's appeal to the 
Exchequer Court they were declared to be capital 
gains. But the Department refused to honour 
both these judgments. 


9. Note the tardiness of the Department and the 
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W. H. MacInnes. 
9. long delays; and that on a point on which 


Parliament had not acted, as pointed out by the 
Supreme Court in the Scott case, S.C.R. April 1/63, 
p.1.1.24, "the Act nowhere specifically ant with 
these discounts...... It is possible to deal 
expressly with the problem and the Act had not 
done so." 

10. The Department by iciaihe to collect tax on 
discounts by claiming the purchase of mortgages 
to constitute a business was virtually legislating 
and assuming the duty and power of Parliament. 
Such a practice works hardship on the taxpayer 
and should not be satisfactory to the Government. 

LB Note the judgment of the Tax Appeal Board, 
pitendte i. par.1l. The Tax Appeal Board takes 
the position that a judgment given by it, which 
is not appealed to a higher court, establishes 
the law and should be observed. The Cohen case 
went to the Exchequer Court and judgment was 
given that the discounts were capital gains and 
not taxable. Again the Department failed to 
appeal the judgment and yet refused to follow it. 
They did not appeal because of the principle that 
the Supreme Court would not upset pee the 


findings of fact by theExchequer Court unless 


serious error could be shown. They therefore 


27 adopted the policy of delaying appealing to the 
28 Supreme Court, in every way possible, until a 
29 taxpayer should appeal from a judgment of the 


Exchequer Court and bring a case before the 


Ry fi ie 
N 


ete ie! ‘tag. a ti 


Seis tage #.: saee 8 ; 


¢ Fi’ aa loki ee i amare 


ee ied a: 


hej} “Toepar Warne 


lr SPR mmo! 


i ie . 


23 
ew 
+ 
a 
= 
-_ 
~—~ 
3 
ig 
> 
z3: 
a 
al 


th mata Srowen go 


4 if 


4 a Wei. ii ie bei qe r fil, 
RR IGe: Fe bane itt pritenisdte: ww ‘hit 
a ; Abies , : 
PL MONLY |G RTE 


ee ee ee eet ee 


ay Ath | a ‘ havreanse ay Ola wee wnt a ate 


| } ty te 
! 2 - 4 ao V 
ab ’ 1)% me 4 A isi Lhasa nett ad 
ps yy 
{ 4 


; : : . +i: f . eS » id daroe + T\ sen ay 
. oOo Weekes tee Dire: troy eK, ‘wit tne 
, ; ‘ 


ns erty iat) . i oe 7 Bah ene ‘ re St) Be KS Hs Wi eid wid - i" ‘eu ate nay! cr ih 


4 ; 
fe. i ; Fo. 
rit & ‘ anim 5 , a » 


pods 7 STO: TO Senge Fom Clue Pia somerset | 
pete 7 F oF Moaunry 


Alt Oe: Rae aa biel al e" bd 


4 


a ye Hi ara tl 
RRR Cane miki u wi ‘sien ry ‘A 
ta ot A i) Pip hi LA } he | 


Pa ie. -38 ; a ; ; & gi bu Paha fo me inet teenage v nd 
Mf hi 2 iy rv ‘! jugs i Sas : i er Piety es " 


W. H. Macinnes tin OF ak 


11. Supreme Court which they might nope to win. 

This took six years from 1957 to 1963. But on 
April lst 1963, in the case of J. F. Scott v 

M.N.R. judgment was given in favour of the Depart - 
ment. They then agreed to bring on their appeal 

in my case. 

12. By this time they had created a condition of 
confusion and uncertainty. Real estate agents and 
solicitors involved in dealing with real estate 
were deemed conducting a business and their discounts 
were adjudged income. Men buying mortgages as an 
investment were deemed not in business but merely 
investing their surplus funds. The distinction was 
not always clear, and a flood of cases, fifty or 
more, wereon their way up for adjustment. The 
Supreme Court eitadktrs did not like this, nor what 
seemed confusion and lack of uniformity in the 
judgments of the Exchequer Court, and gave judgment 
supporting the Department in taxing mortgage discounts 
as income, even though, after careful examination the 
Tax apoeay Board or the Exchequer Court might have 
adjudged some of them to be capital gains. 

a3: i recommend: 

(a) That Parliament clearly define what is 
income to be taxed and what is to be deemed capital 
gain, and whether capital gain is to be free of 
tax or taxed at a specially determined rate, as 


*t is in the United States. 


29 (>) That the Tax Department should not be 


allowed to adopt a new practice, which has the 
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13. (b) effect of new tax legislation, and 
particularly should not be permitted to apply 
this retroactively. 

(c) That the Tax Department should pe 

required, in case of doubt, to have the law 
Clarified as quickly as possible. When a judgment 
re taxes has been given by the Tax Appeal Board, 
or the Exchequer Court, if the Department is not 
willing to accept and abide by it, it should 
promptly move for appeal to a higher court. 

(d) That the Tax Department should have 
the same rights as a tax-payer and no more. If 
the Department can demand payment of tax because 
it is assessed, the taxpayer should be entitled to 
refund of a tax paid, if a competent court adjudge 
the tax wrongly levied. 

Re: INCOME TAX. Marital status. 

14, A man with a wife, whether maintaining a 
home or not, is granted a deduction from income | 
of $2,000. When aman with his wife is maintain~ 
ing a home, and the wife dies, and he has to 
employ a full-time housekeeper to maintain his 
home, he is allowed only the single man's exempt- 
ion of $1,000 unless he is a aes 

Lis I recommend: 

That every taxpayer, maintaining : home 
with a full-time housekeeper, should be allowed 
an exemption of $2,000. as is now allowed to a 


clergyman. 
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Re: SALES TAX. Bad debts. Lack of commission. 
16. The Government requires a manufacturer to 
collect its Sales Tax from his customers. For 
this work is pays no fee or commission, although 
it indi vegcenpanee for the manufacturer. 
re If the manufacturer is unable to collect 
payment from his customer, i.e. incurs a bad 
debt, he not only loses the value of the goods 
supplied, but is required to pay sales tax thereon. 
This is manifestly unfair. 

18, I recommend: 

(a) That ; manufacturer should not have 
to pay a Sales Tax which he has not been able to 
collect from his customer. 

(bo) That a reasonable fee or commission 
be paid to cover the expense involved in collect- 
ing and accounting for the tax, as is done by the 
B. C. Government for collecting the S.S. and M.A. 
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Appendix. 4 
Excerpts from judgment, Tax Appeal Board, W. H. 


MaciInnes v M.N.R. 
1. Re: Hall v M.N.R. May /57. and Lynd v. M.N.R. 
Nov./57. 
ep.210, p.17, 1.8ff. "notwithstanding what I 
consider were the very clear indications of my 
views as set forth in my reasons for judgment 
in those two cases, the respondent did not see 
fit to appeal the Hall decision in a higher 
court and while the Lynd case was appealed it 
was subsequently withdrawn by the Minister, 
according to information which I have received 
from his department. It seems, therefore that 
despite those two decisions of this Board, the 
departmental officials in the same taxation office 
as that in which the Hall appeal arose, have 
deliberately aes to ignore the findings of 
this Board and have proceeded on their sweet way 
in this third case, irrespective of anae may have 
been found to be the law in this regard. If this 
is to become the practice of the paapatdent ts 
officials, I feel that it most certainly should 
be brought to the attention of the public - and, 
indeed, to that of Parliament - as otherwise there 


does not seem to be much point in having sitting 
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"an independent tribunal and endeavouring to 
interpret the law for the taxpaying Senate in 

so far as tax legislation is concerned”. 

ev Cp.el3, p.20;, 1.19ff. "After considering all 
the evidence suodmitted at the hearing, I have 
reached the conclusion that this taxpayer was not 
in the business of buying mortgages, nor was he 
engaged in a concern or adventure in the nature 
of trade such as would bring him within the 
definition of "Business" contained in section 
139 (1) (e) of the Income Tax Act (c.148, R.S.C. 
1952) formerly section 127 (1) (e) of the 1948 
Tax Act. I am of the opinion, also, that this 
taxpayer cannot be considered to have been in 
the moneylending business. He was, in my view, 
merely an investor seeking to invest his surplus 
funds to the best advantage in order that he 
might obtain the maximum return from the use of 
his money”. 

ao Cees, Decks 1.30ff. The mortgage discount 
which he received ..... was in my opinion an 
accretion to capital which is not subject to 
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Appendix. Pe 


Excerpts from judgment (Thurlow, J.) Exchequer Court, 
May 30th, 1962. 

a p.6.1.9. "I turn now to the facts as 

given in evidence by the respondent, who was the 

only witness called at the hearing of appeal....... 

Despite his interest in the result of the 

peesedaad I think he was perfectly frank and 

honest in his answers and I neither discount 

nor doubt any of his testimony." 

5, » 13.127. "The respondent was not a lender 

in any of these transactions.” 

6. p.16,1.30. "I am unable to see what there 

was about the respondent's purchases, holding sa 

receiving of amounts accruing on these mortgages, 

to characterize what he did as a trade or business 

- rather than a mere investing of his funds in 

mortgages and the holding of such investments." 

x | o.18,1.8, "After lengthy consideration 

of the facts I AM OF THE OPINION THAT THE DISCOUNTS 

REALIZED .... were not profits from a business 

within the meaning of that term as defined in the 

applicable statutes. In my view there is nothing 

in the case which characterizes what the respondent 
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Appendix. 


Excerpt from judgment of Supreme Court of Canada, 


du fi. Scott. wa, MN R. «April, 1st.1963. 

8. P.l, par. 2. "There has been a line of 
six cases on this problem in the Exchequer Court 
peginning in 1957 with the case of Arthur Cohen 
Tun MN Rey (1957) Ex. O. Ri p.236; There the 
accretion was held to be capital in the case 
his investments and put his capital into 
nortzages which he purchased at a discount. In 
the next five cases, including the present one: 

HNL. wv. DLW. Spencer (7961) C.T.€. 309: 

Sestt ov. MN. (1961) C.T.c. S41. 


M.N.R. v. Beatrice Minden. (1962) C.T.C. 79. 


M.N.R. v. H. S. Rosenberg. (1962) C.T.C. 372. 


‘the contrary conclusion was reached. The discounts 


when received were heid to be taxable because the 
securities were acquired not as investments but 

as a scheme of profit-making and, consequently, 
taxable as income from a business. However -in 

the latest case, Minister of National Revenue v. 
Willian Hedley MacInnes (1962) C.T.C. 350. the judge 
concluded that the taxpayer was engaged in invest- 


ment and not in a scheme for profitemaking. 
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9. This diversity of opinion is understandable 

when the decision must depend upon a full review 

of the facts in each case for the purpose of 
determining whether the discounts can be classified 


as income from a business. Even on the sane 


facts, there is room for disagreement emons fudees 
’ 5 oD wo oO 


on the conclusions that should be draw freon 


these activities of a taxpayer, for the Act nowhere 
specifically deals with these discounts, @=° 2c 
does, for example, in 2.195 (a) with shares 
redeemed or acauired by a corporation 2t 2 premium. 
fu ts possible to déat expressly with tne prenie— 
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ANGUS, STONEHOUSE & CO. LTD. 
TORONTO. ONTARIO 1 
1 REPRESENTATION SUBMITTED BY: 
2\ ALEC C, BEASLEY, (Farmer) 
R.R. wl, 
3 Windfield, B.C. 


5 SULDIARY OF THIS MEMORANDUM: 


6] a. That taxation by way of Incone Tax, in the case of 


7| all levels of government, should replace, up to an 

8 optimum point, all other methods of taxation. 

9] b. The sales Tax, Estate Tax and Licences be abandoned. 
10], c Capital gains should be included in the Income Tax, 
11] d. 205 exemption on investment income from Canadian 

12 companies, in calculating personal income tax, should 
13 be abandoned. 


14] e. Corporation income tax should be abandoned, except 


15 for local purposes, 


16); 2. Taxation should be levied to alleviate unemployment. 


i7i ¢z Income Tax offices should be deployed to maintain 
18 the privacy of the Taxpayer. 
19 
fo em Oe DT TO On | 

20 
aL ds It is generally agreed government is necessary 
22|| but when it comes to paying for this necessity there is 
23) endless dissatisfaction with the way it is always being 

| 


24] done. Proof of this is the appointment of this Commissio 
25|| to find some common denomination of acceptance. 

26) 2. I have been a tax reformer for very many years, 
27 in fact ever since I was a young man and came up against, 
28] most vividly, the impossibility of taxes on my farm. 


29] 3. Before that, too, in the sensitive teens, I met 
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ANGUS, STONEHOUSE & CO. LTD. 
TORONTO, ONTARIO 


1 (oR ae 
the chain saw. 
Me I am appending to this memorand 


letters that have appeared in print. 


in) 


The present day equivalent of that machine is 


um some or my 


From convenience 


these happen to be all 1946, about half way throuzh my 


career of tax reform. 


Ds 


Also I am appending a Tax Sale 


Same year. It has been my continual prac 


property go to the eleventh hour. This 


it would be a drop in the bucket towards 


is 


Notice of 


tice 
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cn S tax chanze., 
6. It is encouraging that 3.C. nas recently 
initiated a ‘home-owner's evant”, and is now to be doubled 
This is a substantial step in abandoning property 
vaxation provinclally. 
THE INCOME TAX 
Ts The requirement of a tax is) that 1 oe fair, 
practical and successful. 
Ge To be fair each person should “onll Aisa share’, 
that is his “donation” (tax} to zovernment should ba 
according to his ability in his relation with others and 
according to the total sum of (money) effors required. 
This mean, i submit, what we already hav] so some extent, 
namely, the graduated personal income tax. It is 
frequently admitted as the only fair tax. And, corresciy 
so for the purposes to which it should relate. Further, 
it is a tax which delivers the goods, that is, it is 
sufficiently successful in vrackice, iith more sontentra- 
tion on its collection, wnien would be able oto, Santas 
removal of effort from other taxes, nerein Go ba advocared 
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1] could be made more successful still. 

2) &. Nevertheless, here and there are people who 

3]| haggle over the personal income tax. Some even repudiate 
4] the principle of the thing, cleaving instead to an oe 
5 pole, namely land taxation as a be-all and end-all. I have 
6] attempted to argue such view with its advocates, but 

7 have not met a response. On the other hand, those who: 

8| just haggle and while are understandable. The income tax 
9] is so very real! They see it and it is painful; from 

10] the pain it follows it must not be good. So they look 

11 around for escape or relief, 

LO. These people bets it-is too high. This .is 
asreed, Militarism, here, is the demon. Remove it! 

2s They say it would not stand having other taxes 
removed to it. If this is so then total taxation had 
better be lowered! If equality of taxation makes for too 
high a sum at all taxpayers! levels, then obviously, it 
must be lowered, for the cloak must be cut according to 
the cloth. 

ae To illustrate the justice of the income tax 

let us take the case of a land levelling job to be done 
by a community. The poorest member, we will say, has not 
even a shovel; the next one only a shovel; the next man 
a team and Seca: whilst the top man has a bulldozer, 
The first man is out, he can do nothing. The economy 

of the second man now has to be considered. What is the 
maximum time he should be expected to contribute to the 
community good, and take from, correspondingly, his own 
primitive struggling way of living? Wetll say he works 


for one day with the shovel. Jumping over to the next 
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wenat 


man to the last with a bulldozer, should he use his 
machine for a minute or two, just to equal that 
accomplished by the man with a shovel? "Equal" share, 


same as him? To do so would be to show enormous dis- 


terest in the public cause, cramping the public under- 


taking to next to nothing. 


Rs Macon 


ne 


43% But, wait a minute, he has a point! Where tnere 


ie 


is one man with a bulldozer there are thousands of shovel 


“eo 


men, let them do it! 


SPURS TATE SEES 


ae 
Cot 


14, Such would negate the graduated income tax 

in| with a vengeance. Basically it would be abnormal selfish- 
iZi ness, normally self-frustrating, reducing the standard 

1 of the public economy below all reason. 

14] is. Wherefore it follows, anything to be done under 

13} zovernment auspices, whether that government be dominion, 

| orovincial, municipal, or lesser authority, the highest 

| standard of the undertaking can only be accomplished by 


the income tax. 


16. To illustrate, again, if neighbours wish to 
install a joint sewer the richer will have to contricuse 
a greater sum than the poorer or else have a sewer 
standard set to the poorer man's ability. Inconsistent 
to the wealth of the richer man and, assumably, obviousivr 


at times, frustrating to hin. 
PROPERTY TAX 


| 
| 
pi Taxes tied to property, as at present, are 
causing this frustration all the time in inadequate publid 
services. 


ao. Municipalities and other organizations have to 
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give an eye, for practical purposes at least, if not for 
bunane or political ones, to the poorer taxpayers! ability 
in assessing his property value and setting the rate. 

“ven so, money by-laws that should pass do not do so. 

To be consistent with their means, people have to vote | 
them down. 

hom Property taxation at one end is a burden, at 

the other a snap! But from a community point of view 

is self-defeating. 

20. A case is present in Winfield now. The District 
needs street lights. Under present set up. costs would 
fall entirely on property. Anyone with high property 

and low income naturally rebels. Consequently the measure 
does not carry and the District, which in the right way 
could easily afford it, goes without. 

ek. (Winfield is unorganized, but under a Provincial 
hee property can be taxed for street lights.) 

22. (It is not argued that municipalities and other 
forms of local organizations need be restricted to the 
income tax alone.) 

LO (The property in the area is receiving special 
services and charges may be attached to property and "Main 
Street" would continue Levey for its gaudy lights but 
also the acre of the businesses must be relevant; and 
the same in the residential sections.) 

24, (I understand some Cities in the U.S. already 


use the income tax.) 
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Ss As I said at the beginning of this discourse, 
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2| plenty of talk, plenty of vague and not so vague language. 

3| Use of such terms as "shifting the tax burden", ‘more 
| 

4] equitable tax basis". There are charges against the income 

5 ane "killing incentive", prohibiting the rich from 

6] accumulating and developing the country. 

71.26. The last needs answering. It says in effect, 

8] we are the building class, our style is cramped under 

9| present excessive taxation. Ease us up so we can build 

10] mre. Seems reasonable? 


| 
12k If the amount being raised by the Dominion 


12|| Government is too much, and I have already agreed it is, 
13 then this is the trouble to that extent. But any class | 
14] of taxpayer has the right to "save" and one voice cannot | 
15|| receive any advantage over another. The graduation of 
16] the tax must be acceptable so that all can save and thus 
17 a larger or smaller ways be builders. I agree with 

18|| President Kennedy when he says a personal income tax | 
19|| rate of 90% is ridiculous. Such a rate means the amount 
20] being raised is unreasonable or the graduation too steep, 


! 
21) or both. 
| 


Ze 
WRONG TA SE S 
23 
24|| 28. Turning now to other taxes presently in use 


| 

| 

25} by one governing body or another, to raise or add to | 
| 
= 


26| their revenue, are fines, licences, sales tax, death dutieis. 


27 | 

FINES | 
28 Baar | 
29 29. The first, fines, does not meet she ethical 


30) test for it is profiting one body from some other bodies! | 
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wrong doing. In this case the government who is trying 
to influence and correct the wrongdoer is in an invidious 
position when it should be in an impeccable one. To 
"lift" dollars from the culprit and tuck them in its own 
pocket is not going to raise the right emotions in the 

= Oe What would put both parties in the proper frame 
of mine would be for the fine to be incinerated -- this 
hurts me as much as you! 

Lae (Under monetary change, hereinafter to be 


referred to, this would become practical.) 


| 
guilty one. 
ate Another undesirable tax is that by way of 
license, and there are many of these. The most prominent | 
is the provincdal motor vehicle licence. 

S3% Roads are public highways. They are for general 
use, not particular use, yet motor vehicles are being 


sngled out, prohibited except by licence, to use them, 


4, Roads and trails from primitive times are 


lo 


accepted access ways, for man has an inalienable right to 
move himself and his own anywhere over the face of the 
globe, When roads are available, therefore he, as an 
individual, ane them by right, not by privilege as some 
have been drifting in to saying. This right is greater 
than tke law of trespass. Roads avoid trespassing. 

3% Hence they are a responsibility of society in 


general, not individuals in particular. Therefore the 


5 


come tax is the proper provider. And, of course, is 


the tax that will provide the best.roads as well. 
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(The licensing and franchising of highway 
transportation I ae from top to bottom. 

S63 Once upon a time franchising at least was not 
done. In our community of Winfield, trucking businesses 
thrived and built up under open competition. 

Sor: The licensing of trucks, commercial or private, 
is no way at all for paying for roads. It acts as a 
Substantial deterrent to the happiness, freedom and 
prosperity of society.) 


39. Why discourage the use of roads? Who should 


discourage who? No, it can't be done. No one has a 


right more than another to the free use of the highway. 
ho, (We would expect the road user to grant the 
Ambulance, Fire Engine, etc., the privilege of priar 
right. Therefore government establishing this privileze 
as a "right" is accepted.) 

AL, Yet, discouragement, discrimination, restriction 
is the status quo. How many car trailers, for instance, 


are not used because of tax hindrance? How often is 


ret) 


car used as a "work-horse", and vice versa, partly or 
entirely because of tax hindrance? Why create a law 

apt to be so: inconvenient, by this way and other ways, 

as to prompt it being broken? Consequently what is the 
sum total of human frustration or trepidation borne? And 
what is the sum total of pleasure or economic creation 
that is never enjoyed or consumated because of tax 
hindrance? Tremendous or little, it is enough even to 
have one case corrected. 

THE SALES TAX 


4p Condemnation of this tax is so well know that I 
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Le “it is quite unethical ‘in that it compels its 
collectors to serve more than one master. It has 
Sloppiness in that every Tom, Dick and Harry is a govern- 
ment sales tax collector. To some stants leaves them | 
co “be on their-cood behaviour’. 

tee It brings about complete economic foolishness. 
An excellent illustration is the road gas tax. Users of 
this, and "non tax" gas, have to have (farmers and others) 
two storage tanks, outlets, hoses and valves, one set up 
for ordinary gas and another for “purple" gas, the latter 
not taxed the same. Inconvenient and expensive all around), 
both for the wee and the supplier. I would call it an 
everlasting blow to human dignity; submitting to the 
concept of a mind no larger than a pip. Give me my cheque 
book! What is the sum total of all the taxation required 
of me? And write it out like a man, I can, you can, 


and The next can. 


45, Death duties are morally repulsive. Whilst 
the victim is alive, all is well. With death, vulture 
like, there is a swoop down to "share in". 

46. If there is an argument for breaking up aS. 
large an estate, (I am not thinking of one), then go at 
it directly far that purpose; distribute it, but don't 


take a share, either. And don't charge for doing it! 
CORPORATION - INCOME TAX 


AT, If a man owns a factory and makes a profit of 
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$50,000 a year it is caught in his income tax. The cost 
of government meee his business, etc., is thus more 
than taken care of. 

48. Now, if he sells to a company whose shareholders 
are all under tax brackets he will, assumably, still have | 
an income of $50,000 from elsewhere so the government 

will be unaffected in its tax revenue. To resort to my 
earlier illustration he will be the man with a bulldozer 
and the shareholders men without shovels. Therefore there 
is no call in principal to tax corporations. As in things 
human, expediency enters. The owner or shareholder may 
be out of the tax paying area, or country. The ideal 
solution is to have One World. Until then, arrangement 


between countries as at present. 
CAPITAL GAINS TAX 


49, A capital gain is nothing more than a delayed 


income catching up. Hence should be taxed as income, 
It should not be taxed in full in the year received but 
retroactively from the years in which it could be said 
to have built up. 

AO. Losses of course must be allowed to offset 
gain. No final settlement being possible until death 


when the whole can be reviewed. 


MISCELLANEOUS 

| 
Bale. WELFARE: Welfare should come out of tax revenud. 
52. UNEMPLOYMENT: Alleviation of unemployment | 


o 


should not come out of taxation. This leads into anothe: 


mbject namely, money, to which I gave a great. dead of 
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1] thought, and wrote a theory thereon, when a young man, 

2| The plotting of this science of money led to the fact 

3] the unemployed should be given "work and wages" on demand 
4] and to any extent, payment to them being via "printing 

5] press" money. Society being protected by the "variable | 
6] contract", then an uncreated term Bik now becoming 

7] familiar. 

Se 53. Taxation to put the unemployed to work does 

9] not necessarily have any ioe decreasing unemploy- 
10] ment, because it has possibly stopped the taxpayer at 

11] his end from keeping the economy on the go by the same 

12] amount. 

13) 54. Unemployment is the result of somebody not 

14], putting money to use. There is no call for the taxpayer 
15) to rectify this. This "somebody's" inaction can be by- 
16|| passed by issuing new money. This balances the situation 
17|| immediately. There is no embarrassment to government, or 
18] distress to society, how frequently and to what extent 

19] this practice is carried out. It is in fact the only. 

20] correct way for new currency to enter society. (There 

21)) is no clash with bank created deposits - that is their 

22|| own business). The unemployed has not received "free" 

23) money; he has worked for it. Society has not been 

24 defrauded, it has received his labour. 

254 55. Taxation does not of necessity aggravate or 

26) alleviate unemployment. If it was provable ona given 

27} occasion that it did one or the other, then it would do 
28]| so by chance, hit and miss. For this reason unemployment 
29) should not be attompted to be cured by expenditure from 


30} tax funds; nor even amelioration attempted by this way. 
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It should -be strictly taboo to use taxpayers! money for 
this purpose. For taxpayers are not responsible. Societ 
in vague, is responsible. The government carries out thi 
responsibility by issuing "tickets" so that the "new 
member" may enter the "club" -- the business world, the 


world of exchange. 
20% DEDUCTION 


56. Much as I personally enjoy the tax deduction 
on my dividends from Canadian companies this exemption 


should be done away with. 


BORROWING 


ST Government borrowing is a perfectly lezitimate 
undertaking but should be a requisite only in a full 
employed economy. 

58. Borrowing to aid unemployment is completely in 


error, 
PAYING TAX 


59. There should not be second class citizens 
without cause. Wage earners should have similar dignity 
to others, the right to pay their tax direct, themselves. 
Time enough to declass them when each individual abuses 


the right by defaulting payment. 


FINALE 


60. I submit, to use the Commission's expressive 
words, that the tax structure requires Surgery, to remove 


much of it, and psychiatric treatment to popularize the 
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“enunst 


1] income tax. Medicine might be used in the Administration 


9) of the’ Income’ Tax, 


Zi) S1, The privacy of an individual (and a Company) is 
4 rignt. The income tax invades one section of an 


§| individual's privacy very seriously indeed. Consequently 


| 
6| the intrusion should be as considerate as is at all 
7 possible. Therefore income tax officials should be 

gi strangers to the taxpayers they handle. This means an 

gi income tax office should not be used to tax in the area 

10) in which it is situated. 


tt, 22 Thus the comparatively recent setting up of 


12| the Penticton Office is unfortunate for the Okanagan Valley, 


— 
Ww 
QO 


ertainly for Penticton. Penticton office had better 


14] serve somewhere in Ontario. 


15] 63. Privacy, it should be noted, is exploded a 

16|| zood deal more by the Income Tax than by banks. And 

17|| while banitss may be necessary, their use is voluntary 

18|| whilst the Income Tax Office is compulsory. 

19 o4. I would mildly suggest that income tax assessors 


20|| loosen up in answering letters, though they need not 

sign their name, but let us know there is a personality 

at the other end. They should have enough confidence 

and instruction to do this. In this way they will have 
opportunities to assist -in the psychiatric treatment. 

65. I would suggest,further, that filing an income 
tax statement be initiated in the schools, so that young 
people will be cushioned into the shock of the real thing 


later on. 
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cena eee a ce aR 


THURSDAY, AUGUST 29, 1946 


1946 Tax Sale of Lands and Mineral Claims 


VERNON ASSESSMENT DISTRICT. 


] HEREBY GIVE NOTICE that. on Wednesday, the iith day ot September, 1946, at the hour of 10.30 o'clock 
in the forenoon, at the Court-house (Government Ofilec), Vernon. B.C.. I will sell at public auction the 
lands in the list berefnafter set oul, of the persons in- sa.d Ist hereinafter set out, for all taxes due and 
unpaid by sald persons on the date of tax sale, and for intercst. costs, and expenses, including the cost of 
advertising snid sale, if the total amount of taxes due up to and including the yrar 1938, and interest thereon, 
together with costs of advertising suid sale, be not sooner patd. 

The Cellector wlll be pleased to receive any Infor ration respecting the following Iixt where the owner 
jg oY was B member of the Allied Forees and entitled is the bencfits of section,2 of the “Taxation Act 


Aimundment Act, 1930." or sectlon 3, “War Marinecs’ Benefits Act, 1044." 
| 
| 
| 
| 


LIST OF PROPERTIES 


EE 2 ET TOT ER EAST ES EE ORLA MGS IE ET RT J -_ 
Name of Person Assessed Short Desortption of Property | d } 3 : | 
| S|o B 
‘ All {n Osoycos Division of Yale District. | | 
Tp. 18, RB. a vikeate: *< 
’ 
McNab, D. and Elizabeth.............. Fr. ng Rng a a ag rag ag fo i ag t | 
, ); Fr. N.E. 4 See. (B513) ..... 191.97! 27.57; 13.75 
Stamberg, Jaroslav... ...... ...../5.W. Ye See. RROD 5 Ties Ne BRET ay Es 148.28) 37.721 Res 190.78 


Tp. 19, R.9 } 
‘ i} 


Bruranol), Friatake access ip. peck ih cases - stare gesis sale er io aise eos es eet 
Tomkinson, John Wesley ........... a of N. '2 and N. '4 of 8. 4 of N. 4 of 
N.E. % Sec. 26... fe seks tts 


Kellor, ROR: Taylor Jane Hu: 


' 
Tp. A ! : t 
und Raemaden, Wim. Un trtst! SE ly See 17 


' Tp. 6 ‘ ! | 
1) Gitsedale, Woy. Tas. oe 7 8 OS. oe Se Ba ROW, Va See a 13.50 294 13.75: 0.19 


J MeCune Hilda Mury : Ss. Ht Me cat WSs ti See a so 12.00 234 13.75: 2809 
{ Riekett. Wm. ss she t. of SB ta See. 12 ‘Ss 58.9) 15.07) 13.75: 87.72 


1 ' { 
Map 1285 - ; ; 


Methado. H. ae eet ee ee a oo, 30.64 6.89. 12.751 49.28 
Map 1066 : : | 

‘Beynon, Ernest’ G. 2... «. cooe ols 4 to 6) Ale 3 ; ; \ 4475 7.70. 13.75, 66 2N 

‘Beynon, Ernest G te Mo Bk, 3 : 14.25 2.54 13.75: 30.54 | 

Map 193! : 

1 Saoualtiong. ea OF RA ee ee eee re i dint. iw toate: 1-2 12.39 2.37! 12.75) 27.70 | 
: Map 216 ' tae ’ casi 

Ringed Gio aaa emttne pete ee Veen ae 

Bensley. Alesunder’ C.: Pearson, Me es ¢ See : 3 

_ Humphrey Lot 19 ee ee Lue! = 294.67 50.23 12.75. 298.03 

Ris 8 ee Map 473 

tle Cagueray, T. 'deceased) Ss eer : ; : : 110.13" 24.85 13.75: 14873 

de Cagqueray, F. (deceased) ~ Lot 4 : i 110.18 24.73. 1375" 148 66 

E ee: . Map i217 . . 
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2 Exhibit I 
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5 


new income tax system but [ don't 
6 s quite agree with “Fair Play's’ 

2 ““ Idea.—“AN INTERESTED READ- 
ER,” Ont. 


7 e * # 
“Dangerously Erroneous” , 
So many letters have heen 

8 appearing in the Volce of the 


Farm page lately protesting about 
the i{ncome tax and seeking 
9 avenues of escape in ways which 
‘ter, and are so dangerously erroneous, that 
s? There I have wondered somebody hasn't 
€ ground put them right. The outbursts of 


10 feeding. course are the expressions of the 
Ont. feelings of those who are goaded 

at having taken from them an 

11 ——— opportunity to catch up for the 


1U te write Carren years of the depression. 
publication There must be a scapegoat for the 
deal with payments, which admittedly are 
12 oe families, discouraging to ambition, so they 
your letter, attack the principle of the income 


mm so with, tax. The guilty one Is the war 


13 and the war only. : 
es The war has brought many ‘of 
: as nice profits and the war takes 
14 . pee it away again, via the income tax! 
tax that The way of escape from today’s 


texcessive taxation is not by a 


wal hee sales tax, nor “hidden” taxes. But 

15 a ded largely is a case of waiting until 
Altled to the soldiers, etc., become dis- 

is = any charged and sums payable to them 

16 “end; the ravaged battlegrounds 
Saree: become repalred and the hungry’ 

overtiae made self-supporting..To ease the 

17 ves, pigs income tax for the future there 
: See are things we must do, namely, 

tit m War. never again. The end of 

nationalism wil] remove the bur- 

18 perigee den of maintaining a peacetime 


t army, navy and airforce. At home 
Sie rs we would think twice of asking 
gon government for a hand out, if all 


19 ‘ened ra- costs are gathered Into the Income 
nite pet- tax. = : 
farmer's The principle of. the Income tax 

20 income jg sound and fair, Today what js 


ernment, the only accurate measure of any- 
lon and = gne's ability to pay? Income! and 
Des e, which if that income ts below a certain 
at pres- point then no tax. We do not want 
to drive anyone lower than a given 
22 ianum- standard of living. If B calls A 
out of @ “loafer” because B pays 20 times 
es could the income tax A does, then so 
sewhere. can the man 10 times richer than 
23 365 days 8B call him that, and the billiosiaire 
dear in- call the millionaire it, too! If we 
hey will have work for children to do 
24 uur legis- should we parcel out the jobs to 
tethemr each irrespective of age and 
tax free strength? No, the graduated tax 
25 © give is fair, es is the price of govern- 
as com- ment. Any [lat tax on a per capita 
ving last basis (which is the direction of 
Sut eam other taxes) should be fixed ac- 
26 ous pro- cording to the ability of the poor- 
men en- est man to pay which, obviously, 
\ecessary would be nil! Away with the 
OM | fan. property tax, the sales tax, the 
motor car tax (license) the radio 
tax and the “hidden” tax!—ALEX 

fale C. BEASLEY, Kelowna, B.C, 


28 27 issue * » 

elon a Abolish income Tax 

i ot ates I agree with Gordon McLaren, 
29 Pipestone, Man., jn regard to in- 


collecting come tax charges. It is certain 


30 


Family Herald and Weekly Star, March 20, 1946 
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THE CAMERON REPORT 
R.R. i, Kelowna, B.C., 
March 25, 1946. 

Editor, Kelowna Courier: 

[I have read the account jn your 
last issue of Mr. Matheson’s ad- 
dress to the Kelowna Gyro Club on 
the Cameron report on education. 
My criticisms are based on this and 
the summary of the report that ap- 
peared in the Vancouver Daily Pro- 
vince. 

This report seems to contain the 
first rebuttal, with any attempt at 
pith, at the popular clamor over the 
past 20 years for abandonment of 
the property tax for school pur- 
poses. 

And what an answer! It is a cal- 
umny on the Cinderella of the 
sciences, the science of economics, 
when Dr. Cameron calls upon it to 
support his strange reasoning. He 
argues that the property tax must 
stay. , 

To get away from this abhorrent 
school tax, municipal bodies, Far- 
mers’ Institutes, and individuals 
have petitioned government time af- 
ter time pointing out its iniquity 
and ushiny for cclief; and I at least 
was optimistic enough to hope this 
modern survey would at last spell 
finis to this obnoxious and archaic 
tax. That it doesn't do so is a direct 
slap in the face to all those efforts. 

Dr. Cameron's argument Is that 
the property tax can sort of be pas- 
sed onto the cost of things general- 
ly (i.e. in the cose of improvements. 
Ue admits the land tax is not so 
easy) so that, in this way, its iner- 
dence gets spread quite nicely over 
the population! The phonieness of 
this lies in that it “may” or it “can”, 
not that it “does”; further, there is 
no indication that it hits according 
to abillty to pay. It is as crude as 
cross-cutting a board with an axe. 
It leads one to suppose that to gain 
a revenue any old thing can be 
taxed and it will work out quite 
scientifically. For instance, we could 
tax domestic servants for the cost 
ot B.C,'s road program. The tax 
would put the price of their services - 
up and In this way they would b 


= 
able to pass it onto the population! 
generally! 
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No, the only proper way to gain 
® revenue for this type of service is. 
to take it from where it is, not , 
where !t might be, and according to | 
the amount there. Dr. Cameron }. 
would tax what's under a man’s 
feet, or over his head, not what 
is in his pocket. 

Consider this text from your ac- 
count: “Dr. Cameron,’ Mr. Mathe- 
son stated, “shows conclusively that 
neither of these taxes (sales and 
income) is feasible for the specific 
purpose of education and that a 
moderate real property tax is the 
best way to reach many of those who 
should make a direct contribution; 
also that a moderate real property 
tax is generally fair in its incidence 
provided that assessments are made- 
in a fair and scientific manner”. 

The use of the words “moderate” , 
and “generally” give the show away.# 
The income tax is fair without the: 
use of any such weasel words, and 1 
it is the only tax which ts too. é 

Yes, the property tax “can” be fair 
“sometimes”. That ls when the sum 
assessed happens to be exactly the 
same as would be the tax on an 
income basis. How often does that 
happen? 

One has to conclude these acad- 
omic contortions in Dr. Cameron's 
report are the result of his not be- 
ing given a free hand, that the 
powers of abitrariness and exped- 
iency laid down a dictum to him— 
“Bring in a verdict of retention of 
the property tax.” 

Anyone with a square foot of 
land, city or country, and in the 
lower income brackets should pro- 
test for all he is worth at the im- 
plementation of the financial part of 
the report, for it is real continuation 
of discrimination against him; and 
everyone else, too, for the cause of 
justice and decency should howl 
it down for picking on the little 
man—taking as it does, even, from 
the old age pensioner. property own- 
er himself. 

Let us grow up and stick our 
hands In our pockets and bring out 
according to what is there — the 
Price of government! No attempt at 
escape by ignorant or cunning de- 
viscment of some subtle tax which 
on the surface may look fine but 
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underneath is rotten for while It 
will shift the burden alright it will 
do so—unfairly. There Is no es- 
cape. The graduated Income tax 
hitches cach of us to pull the cost of 
government according to our 
strength, not as other taxes which 
hitch us in any old way. 

ALEC C. BEASLEY. ! 
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LAND TAXES 

R.R. No: 1, Kelowna, B.C, 

R Sept. 2nd, 1946 
Editor, Kelowna Courter: 

A recent Issue contained the pro- 
vincial government's Tax Sale List. 
As much as ten years’ taxes are due 
against these properties, nine being 
delinquent. No tax sale has been 
held since 1938, and that cleared up 
only part of the then owners, These 
taxes are, of course, levied in rural 
aress for education and other gov- 
ernment expenses. In the cities, 
where local government taxes for 
similar purposes, tax sales are held 
annually. This has given a definite 
advantage to the rural dweller who 
has deferred payment of his taxes 
for he can now pay off the dear, 
scarce, depression: dollar with the 
relatively cheap, easy to get 1946 
one. Interest on the arrears be- 
ing no disadvantage as the rate is 
a reasonable one. 

If it was right for the cities to 
hold thejr tax sales annually, then 
surely should not the provincial 
government have held its own re- 

. gularly too? If the answer is there 
was poverty in the country and it 
would have been a hardship, wasn’t 
there some poverty in the city also? 
If it was wrong to force collection 
in either place, then why levy the 
tax at all, for surely if it is fit to 
levy a tax it is fit to collect it 
promptly as well? ‘ 

The answer is, as we know, that 
it is completely wrong in the first 
place to use property as the basis 
of taxation. The basis should be 
ability to pay. That means the 
graduated income tax. This is a 
self-evident, fair means for meet- 
ing the cost of education, policing 
and the Jike. 

All this is well known for the 
cry for reform has come, over the 
years, from every quarter. Hardly 
12 public body can meet at some- 
time or other without going on re- 
cord in this respect. Coast editor- 
ials frequently hammer away. The 
Courier’s own pages, some time ago, 
carried a copy of an excellent brief 


LF 


“py J. E. Reekie, of Kelowna, giv- 
ing the argument for a change in 
the tax basis in detail. The Family 
Herald and Weekly Star also car- 
ried a feature editorial on the 
same subject. 

Yet, still no movement from the 
government. In fact, the reverse. 
It has settled itself down tighter 
than ever. For out of its recent 
survey of education comes the dic- 
tum—no change! Thus invalidating 
modern thought and progressive ec- 
onomics, and running directly coun- 
ter to the public’s persistent cry. 

Is it any wonder that wars even- 
tuate, the world over and history 
through, when the keepers of the 
Status Quo refuse to open their 
door when justice knocks? For 
where there is one with the pati- 
ence of a Ghandi there are many 
who will try to smash in that door. - 

And who gets the onus of “start- 
ing” the war, the power corrupt 
holders of the status quo or the at- 
tackers thereon? ‘ 

But this is getting beyond the 
subject, : ; 

In the same issue of the Courier 
is an item that Summerland is now 
for the first time in history taxing 
improvements and it goes on to say 
how unequally the burden falls. 
Some taxpayers can chuckle, others 
groan, according to whether they 
are “light” or “heavy” on improve- 
ments. Property taxation is just 
like that. It has no science, no 
sense, no feeling: it is utterly cal- 
lous and ruthless and if anyone sup- 
ports it it must be because he thinks 
he can be a “chuckler”, 

The provincial and dominion go- 
vernments love banding around 
about “fields’ of taxation.: 
Just as if there was more than one 
“fleld"! There is only yours and 
my pocket out of which money can 
come and this juggling with “fields” | 
is but astute artifice to jog the bur- 
den from you to me or me to you. 

Yours truly, 
ALEC C, BEASLEY. 
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Liquor Situation Good — 
Sales And Fines Booming 


The liquor situation is always “good” in Vernon. 
Every month the RCMP report is read at City 
Council, and every month, following a report on the 


number of liquor cases, the phrase appears “Liquor 
situation good.” 


Monday night at City Council meeting Mayor E. B. 
Cousins questioned the statement. 


“What does it mean?” he asked. 
Said Alderman Franklyn Valair: “It’s the RCMP 


way of saying that both the sales and fines are holding 
up well.” 


An instance of a 
tax that demeans. 


18 


ANGUS, STONEHOUSE & CO. LTD. 
TORONTO. ONTARIO 1 


Mr. A. F. Henshaw 
1007 Regan Crescent, 
TERA ys Dal’ 


ONAL ITN CORE TAX 


SUMMARY OF SUBMISSION 
WHAT IS INCOME? 


A new approach should be made in answering 


this question - In addition to present allowable ded- 


uctions and exemptions, 


listed on Income Tax forms, there 
expenditures by the taxpayer, which 
Interest and 


real income. Such as: 


Carryins Charges on the purchase of home and property, 


loans. The cost of transportation from 


automooiles, 
of residence to place of employment. Special tools 
required in the course of his work. Taxes 
the Federal, Provincial and Municipal 
in the form of Sales Tax, Gasoline Tax, etc. 
These burdens should be exempt from income tax. I hope 


to snow in the main body of my submission, just how these 


burdens eat into a personal income, lowering the standard 


INTEREST 
Interest received by the taxpayer is required 
in all 


to be listed as income and is taxable. This, 


fairness, should work in reverse also. The taxpayer 


should be allowed to deduct from gross income, that 


part of his income paid out as interest. 
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INTEREST LOST BY TAXPAYER 

There are several ways in which this loss 

may occur. Income Tax withheld by an employer, is actuall 
paid in advance for periods of three to fifteen months. 

If the taxpayer had invested this money, with the 
intention of paying his income tax in a lump sum when due, 
he could have earned interest on it. If the taxpayer 

has a refund coming from the Income Tax Department he 
receives no interest on it, although the department has 
had the use of the money for some time. Also unfair, 
2specially as any late payment by the taxpayer is subject 
to a penalty rate of interest. In both cases I suggest 
that the tax payable be reduced by the interest the 


taxpayer would have earned on the money in question, had 


Savings Bonds. 
(4) COST OF EARNING A LIVING 


This includes transportation costs, special 
tools, clothing and equipment needed in the course of 
earning one's income. There are two categories here: 
(A) Two taxpayers, with the same gross income, can, 
due to the above drain on his salary, differ in real 
income by several hundred dollars yearly, yet both are 
required to pay the sane income tax. 

(B) Salesmen, businessmen and possibly others, under 


similar conditions of employment, appear to receive 
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preferential treatment from the tax department in re- 


gard to their travel costs, depreciation on vehicles 


and equipment. I will endeavour to show in the submission 
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the extent to which this can effect an average wage- 


Caimiex. 
EFFECT ON TAX SYSTEM ON LIVING STANDARDS 


I will show in the submission how the tax 
system affects my own standard of living. Not having 
any statistics on the subject, I am limited to a personal 
view. , 


WHERE WILL THE REVENUE COME FROM? IN THE EVENT THAT 
TAXES ARE REDUCED? 


The solution appears to be in the reduction 
of Government spending, particularly Defence, Foreign 
Aid and Welfare. The very size of the Federal Government 
is a fault. We are over-represented for a country of 
Canada's population. We have a larger per capita 
representation than most nations in the world. The cost 
of maintaining this unwieldy legislative Structure must 
be staggering. 

& more determined nation-wide effort should 
be made to attract tourist dollars. 

It is probable that a reduction in various 
Een Sa and business taxes would spur the economy of 
the country to a great extent. This appears to be the 
belief of the President of the United States, in regard 
'to his country. Since Canada's economic structure 
follows closely that of the U.S.A. the same pattern would 


seem a reasonable conclusion here, 
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(1) WHAT IS INCOME? 


Under the existing laws, income is regarded as 
money received by the taxpayer in the form of wages, 
tips, interest, living allowances, etc. It is recog- 
nized that a taxpayer with dependents, who has extra- 
ordinary medical expenses and pays his union or professional 
dues, is entevied to a reduction of tax payable, on the 
basis that his income has been reduced accordingly. There 
exist a number of other burdens which face the taxpayer 
that are not recognized as such under existing laws. Thes 
include interest and finance charges, taxes paid to the 
various levels of government, money spent solely in the 
course of earning an income. These all have one thing 
in common: They detract from the income and should ods 
defined as lost income and Should be deductible from 
gross income for tax purposes. I contend that only 
income that is usable by the taxpayer should be subject 
to taxation. Excluding the above, usable income would 
include that at of his income which remains to him to 
buy the necessities of life, some savings and investments, 
pleasure, transportation, income tax, etc. It is possibld, 
as I will show, that two people with the same gross 
income, can differ in usable income by amounts in excess 
of a thousand dollars, but are subject to the same tax. 

One can rent a furnished home or apartment, 
with no loss of usable income, the other, purchasing a 
home, will pay hundreds of dollars for intercst and ae 


taxes during the year. 
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One may live within walking distance of his 
work, the other may, due to the lack of Hove ine Or 
suitable land near his work, be forced to spend several 
hundred dollars a year in transportation costs in the 
course of carning nis income. In summation then, we have | 
a possibility of extreme difference in usahle income, in 
living standards between two people with the same 
nominal gross income. It would seem reasonable that the 
man with less usable income is in the position of being 
less able to pay income tax than the one whose usable income 
Le very close to ince ee income. It is not unreasonable 
then to ask for a reduction in taxation owing to reduced 
ability to pay. 

(2) and (3) Were self-explanatory in the Summary, other 
than the amounts involved. It should be emphasized that 
the average interest received by a taxpayer in the low 

or average income bracket, amounts to a minute part of 
his gross income, in most cases, yet he is required to 
include this minute part of his gross income and pay tax 
on it. On the other hand, he may pay several hundred 
dollars a year in interest on mortgage payments, 
automobile payments, appliance purchases, which reduce 
his income by hundreds of times the amount that interest 
received increases his income. The Income Tax Department 


ignores this completely. 


COST OF EARNING INCOME 
This actual loss of income can reach large 
proportions. In my own case, ten to 15% of my gross 


income is expended in cost of driving to work. I live 


Ane Neihae | 
ad iosasuhe vendita 


a1 


; ii fis: 'y 


aa aon 


a 
LAL) r 
fj 
: a ees) J 
wali a 
Ae ; 


i conta 


> 
4 -— . 
*. 


by te)! re \ ye it ye a 
' te aS ot 
a aerial an va tet ants tt: PT ey 
cp ! y Ms depen 
Ae i . 4 wus 
w" i 4 Phy bee 
i, " aoten ot fe tase wea nn rneO x toe woo} Ce a) ae | Se i ai 
; ce iis | Wash hale ( Be hie bot ee 
. 4 " mr my ee ve 
i ip ene a nartaeat a2 fiinag scouts noha mtoonqst Te PN 
‘ a) +h gia MH 5 i ry 
Mh te ye ea 8006 (a ores # ear siigewo. forma’ ornkaig OT fant 
le } 4 : nt ; 
7 > 
epatvoten 200.3 2 ta fused eh ee ate ct has Aood te. r 
nee i : q } J or ‘ 
p ru? ay 
hae * otbasgo ot Bella oxy ROL Wo namtebo 2 pened, ap He | 
i ", 
bd ; ‘. ; 
ie - 3 4 
} —— om wee et Co binb ete fae 1 q 
ER ae tes baxtadts? & oars Sec wlte te QELS aiehde,, ie) soe p08 oie | 
eer be Ory : 
< e iM ‘ . es 
otros! ae Sue Shancus aie ori 7m paloice BE TaSe ec Seo Yar ane ay 
a i ; L ee 
. ; . bs ft 
aA ae ‘te eta. nent’ tae min yf oo, weird mney i Ge f f | i 
ay me 
Te. Supe eas ey ee OOO.Oe, Bietgadt e.aeoe cera Pee 
ai (ti it : 
ish ie | 
Bray RS ‘nahh. Cae ee QP rage edo ey Yer anton. | 
ii . 4 j { = 
on caneiles & * i writieubp ape fees: Yr Bb. A re 
a ‘ hut iy Bae 
TEM O50) SOLACE £L520 LAT haw | AGE A A PRY D ht 
Ni tap of 
igowsus 26 thee glint Bo Sew. nao ~pivis omlersee to. AOR 
vo, w f 
aL { . 
VOeliamite to Cambell , ceker cbaieed: putiaer deeticw, oh 
j oS) ne? smimont 26. exerts 4 ee ee eT 9 ial MOSIRA Da: 2X Hes 
4 7 fy 
4 y 
. y 
f eid? «63 Scasgdian t ,eet2 7 |, eniionen .cwitas: iy Oe 
¢ rs Coemodse 5 Ow | ty pemytl : a * = pier Be “ > chur aber « ‘ ; e 
on (fle hae MS ee $ Ben, 4 4 oy Eee LF Bb de | aes wat 4. * * oF 2 
; 5 
0 Oh em Oba? wee site? site oh ptamk: « we ieyae its ios 
} 
ik betwen)  Garnoges i. 2o% badaanagiins ylasoivde, pty 
| | “aie ; 
on ae Saale 3 ih, aval PREVAL ois) Qetarae Tit 
J 
a us 7 hice B3' i 
Vib Dae chasm, Wa Siu bh eet RR eR SABO Oe 8 ¢ Ratt 1 FS 
; 
L=-nrnctse “wl ’ \ a. hts fe Pewnead 5 4 < 
tis &4 eli bad et - ~ OS 4 s ‘ - eae, * * é 
bin te: estes, veld anlaub otapon, ape ett gisdentxonyqs 7 8 
» \ } 
_. oh 2 senq evad Rio amebelae ot? onoayertiet .2etm 1 8t 


cetan se lia Hrs 


abe 


ne 


a 


Hike Ri Wee UL Gf 
BU li ah } Si, 


too, are Deb ae nay 2 


tah 4 ‘ H; 
a i ‘ ivy is 
a) ane Ebi Aues st vad 


, oo ss 
PER Pog: fs 6 


vA 


Uh Phe, ce HN } IM ) aD 7 Ai; Lf 


“ i 


ear 


g et bids ae wi 
i 4 4 1 
fae Cu pe. Rannen paseenven 


b ae 
, b Bi 
j as ff 4. ils @ 


hi " f uP ‘ Vii .] i if 
tba ( fi Puss ane” ‘ yt 
Rn on ae 

2 4 Lis Pac AS 
AWS nis Rt ee ee 
AO a ee ade lon et ee eal 


ANGUS, STONEHOUSE & CO. LTD. a 
TORONTO, ONTARIO : Oo 


twelve and one-half miles from work, which is as close 
as I can find, running water, sewerase system, stores, 
schools and other adjuncts to a reasonable standard of 
living. There is no public transportation available, 
so I am forced to own an automobile with the attendant 
costs of depreciation, tires, gasoline, insurance, re- 
pairs and licence fees. I drive 6,000 miles per year 
pack and forth to work. As nearly as I can calculate, 
it takes a minimum of 10¢ per miles to operate a small 
car and about 13¢ per mile to sland bina fullsized car. 
Thus my cost oer year in earning my incane, amounts to 
$600. to $780. dependent on the size of car. As my 
gross income is roughly $6,000 per year, the cost of 
earning my income amounts to 10 to 13% of gross income. 
It is my understanding that a salesman who 
uses his own car in the course of nis selling (his way 
of earning a living) can, first of all, buy an automobile 
without paying certain taxes, federal or otherwise. 
In addition he can claim exemptions on income tax for 
depreciation, gasoline, tires, etc. purchased for this 
car with which he earns his income. This same automooile 
in many cases, doubles as the family car. This man is 
obviously compensated for the expenses incurred in 
earning his living. The man who drives to work and 
spends $600. to 8800. in doing so is just as much out 
of pocket as the salesman, whose driving expenses are 
approximately the same amounts during the course of his 
sales. Furthermore, the salesman would have sere of the 
expense involved in the use of his car, for personal 


transportation, reduced, due to th: sxamptions provided 
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on the use of the same car as a business vehicle. A 

businessman could come under the same set of conditions, 

in that he can use a business vehicle for his own 

personal use, and have part of the personal use costs 

subsidized by the business deductions allowed. | 
I would recommend that in all cases where direct] 

loss of income is experienced due to transportation 

costs, that this reduction be deductible from gross income}. 

Since we have a free-enterprise, democratic way of life 

in Canada, it appears unreasonable that a distinction 

be made by the Tax Department, a Government Agency, as 

to whether a man earns his living by (A) Working for an 

hourly, weekly or monthly salary (B) Working for a 

salary plus commission (C) Making a profit on business. 

This certainly seems to be the criterion by which the 

present section of the tax laws deal with the problem 

of transportation expenses, to the detriment of th man 


who works for a fixed salary. 
EFFECT OF TAX SYSTEM ON LIVING STANDARDS 


I carn approximately $6,000. a year gross 
income, of this over $600. is paid out in Income Tax, 
over $600. in transportation to work. feicearemia tad $500. 
in interest and carrying charges on home, automobile etc., 
plus an unknown amount paid out in hidden taxes and obvious 
taxes, such as Provincial Sales Tax of 5%. 

Therefore, my usable income has ween reduced 
by roughly $2,000. or one-third. Consequently I am 
buyinzs what may be considered a sub-standard Veteran's 


Housing Development house, valued at $5,400. I own 
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a small English car, four years old, primarily because 

of the savings possible in gasoline, tires, etc., which 
become very important when one drives 6,000 miles a 

year to work. I spend far more on preventive mainten- 
ance on the automobile than if it was used solely for | 
personal transportation. When.an automobile is essential 
in order to reach one's place of employment, it must be 
dependable: at all times. It is also necessary to replace 
parts in anticipation of failure, an additional cos¢. 

My only personal savings possible, amount ¢o 
about $20.’a month in the form of Life Insurance and 
Pension Plan. I would like to have more money available 
to invest in Canadian minerals and oil and also a 
business venture. 

Assuming that taxes were reduced, particularly 
by way of exemptions for interest. paid, travel costs, 
taxes other than income ‘com paid, my standard of living 
could be raised by having more usable income for home 
improvement, better transportation, more personal 
Savings or investment. Also I have very little money | 
left after providing the necessities of life to animes 
to the church and charities, certainly an undesirable 


condition, 
WHERE WILL MONEY COME FROM IN THE EVENT OF TAX REDUCTION? 
EE TAA REDUCTION 


In addition to those listed in the summary 
a few others come to mind. 
(A) The practices of government that result in 
questionable or wasteful Spending might well include: 


The purchase of aircraft missiles, which are obsolete 
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by the time of delivery and therefore useless, also the 
policy of purchasing missiles with no war heads, also 
all the rest of the millions of dollars that are going 
Gown the drain for so-called defence. Is Canada, with 
its vast arca and small population defendable, even if 
there were unlimited funds to draw upon? 

(3B) the practice of moonlighting (working at more 
then one job,) bears investigation. In addition to the 
quesuionable ethics and greed involved, there is also 
1¢ financial aspect. I would estimate that many of 
these second jobs, held by a person holding a full-time 
well-paid job, could be filled by persons who are at 
present receiving welfare payments from the government 
at added cost to the taxpayer. Restrictions should be 
imposed to allow the unemployed the first opportunity 
to obtain jobs. Frequently a man earning a good salary 
at his regular job, will work for substandard wages 

anc under adverse conditions at a second job. Employers 
are well aware of this and prefer to take advantage of 
the situation rather than pay a legal wage to someone 
who really needs the employment or is currently being 
supported by the taxpayer. 

Gah Thewe seems to be an increasing tendency by 
all political parties to make Canada into a large welfare 
State at added cost to the taxpayer. There are those 
who are chronically 4111,. or unemployed through no fault 
of their own, mentally ill, deserted by wage-earner of 
family etc., who need and deserve welfare. Thess 
fortunate enough to be well in body and mind and well 


able to maintain a good standard of living, should be 
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ANGUS, STONEHOUSE & CO. LTD. 10 
1| obligated to contribute to the welfare of those less 

2 fortunate. 

3 On the other hand, we have the give-away: 


4} practices, where people with a good income, maintaining 


5] a high standard of living are given an unnecessary 


| 
6| children's allowance. Then there are also many older 
7\| people who have contributed to private pensions and 

8|| employee pension plans, and are receiving a comfortable 
g| living, yet they are given an Old Age Government Pension 
10] in addition. I would suggest that the children's 

11/| allowance be graduated, giving the full allowance to the 
12| families in the lower income group and reducing it 

13] accordingly to those in the higher groups, until a. point 
14] is reached where it is eliminated. 

15 Basically these political plumbs of welfare | 
16} are unsound and should be given according to need, not 


> 


17] handed out to everyone in the country for the reason of 


18 attracting votes at election time. 
19 Statistics show that, in those countries where 

20| the welfare state has taken over, there appears to be a 
21| lack of personal initiative and drive by the individual, | 


22|| a tendency to look to the government for all things, 


23| and a subsequent lowering of the country's stature in the 
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ANGUS, STONEHOUSE 8 Co. LTD. D 
SUBMISSION TO THE ROYAL COMMISSION ON TAXATION 
FROM 
E, LANGEMANN 
5140 SANDERS STREET 
BURNABY 1, B.C. | 
This submission is concerned mainly with the 
Federal Sales Tax. The first section is a general 
discussion of the tax, and the second section presents 
some suggestions for improving the application of the 
tax. The third section deals with a special feature of 
certain customs tariff items. 
| a i Advantages and Disadvantages of the Federal 
| Sales Tax and Recommended Changes 
It is rather difficult to find any advantages 
in this tax in its present form, and therefore this part 


of the discussion is rather limited, 


the sales tax does provide a substantial source of 
revenue to meet the needs of the government. Assuming 
that one of the goals of a tax is to raise revenue, this 
tax must be counted as a fair success, since it provides 
annual revenue approaching one billion dollars. 

This tax is specially advantageous to two 
groups of people, First, there are the politicians who 
are interested in financing vote-catching schemes without 
arousing the ire of the general public from whom the 
/ money is collected. The general public is only vaguely 
aware of the sales tax, since it is rare that individuals 
ever see the tax added, as such, to their ordinary 


On the practical side, it must be conceded that | 
| 
| 
1 
| 
| 
| 

| purchases, | 
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The second group to whom the sales tax is 
advantageous consists of those persons who are interested 


in expanding the sphere of government influence, This 


group would include some members of the civil service. 
Here again, the sales tax provides a convenient source | 
of revenue which does not upset the general public from | 
whom the tax is actually collected, | 
The disadvantages of the Federal Sales Tax are | 
more numerous, Some of the more undesirable features are 
outlined below, 
ES The advantages to politicians and others men- 
tioned above actually have a contrary result to the 
seneral public, The hidden nature of the tax is deceptive 
to the public. Many people are led to believe that they | 
actually receive benefits from the reallocation of inégibes| 
etfected by the federal government, Insofar as the 
revenues for these purposes are derived from the sales 
tax, the persons who receive the benefits are actually 
the ones who pay the tax in the first place. 
The advantages to those who advocate the 


expansion of government spheres of influence is also a 


sales tax deceives the public by not disclosing the cost 
of an expanding civil service. Thus the tax facilitates 
the absorption of the nation's resources into non- 
productive government projects. 

2s The sales tax disregards the principle of 
levying a tax according to the taxpayer's ability to pay 
the tax. The sales tax applies particularly on goods 


| 
disadvantage to the general public, Here again, the 
which are purchased by those in the lower income strata, | 
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1] or on goods which are essential to the production of the 

2|| ordinary goods and services, Examples are clothing, 

3] household articles, automotive products and items used 

4] for transportation purposes. It should be conceded that 

5 some recognition has been given to this principle in that 
6| many items related to food and shelter have been exempted | 
7| from the sales tax, | 
8 However, the etpendi Gane? of those with better 

9] incomes is directed largely towards non-taxable purchases, 
10] such as travel and other services, mianceoss the 

11] Proportion of an individual's income taken by the sales 

12] tax varies inversely with the amount of his income, 

13} 3° Another disadvantage of the sales tax is the - 

14] difficulty of controlling the amount of revenue brought in 
15] having regard to changes required by government fiscal | 
16|| policy. It is doubtful if the revenue authorities | 
17, could predict with practical accuracy the total effect of | 
18], tax rate changes, Control by adding-to or gunesmedane 


19 from the list of taxable items is also indefinite as to 


20) the end results, It would appear that there have been 
21) attempts to control the amount of revenue by relaxing or | 
22|| by tightening the administration of the tax. This method 
23, is also inaccurate, and “considerable inequities besides, | 
24) 4. The difficulty of administering the sales tax | 
25] is a very great disadvantage, By its very nature, the | 
26) Federal Sales Tax involves a vast number cf border line | 
27|| cases, Every product, every manufacturer and every type | 
28} of transaction must be ruled upon. Moreover, it is not | 
29|) possible to base decisions on accepted principles, such | 


as may be done in the case of determining income, 
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Instead, decisions are arbitrary, as may seem fit to those 


officers responsible for this work. This is not meant 


to criticize these officers, since they act under the 
authority of the wide discretionary powers granted by the 


Excise Tax Act, 


eis Closely related to the previous item is the fact 
that the sales tax is vulnerable to political inter- | 
ference, Since there are these wide discretionary powers, 
it is easier for individual politicians to arrange for 
special cases than is possible with the Income Tax, 
Such interference only serves to increase the inequities 
which are already overabundant, - 
ea’ This has a number of disadvantageous effects on 
business, First, the arbitrary nature of the tax tends 
to redirect the methods of business out of natural | 
channels. Production methods and distribution systems 
must be adjusted by businessmen in order to obtain the 
best tax advantages. The competitive positions of | 
various goods and services are also effected, all of | 
which tends to hinder the maximum production of goods | 
and: ‘services. : 
The sales tax is particularly discouraging to 
the establishment of new businesses, The costs of 
setting up a new business are subject, directly or in- 
directly, to this tax, thereby causing added burdens to 
those who would embark on new business ventures, This 
effect is particularly evident in the case of secondary 
industries and in service lines, which are needed to | 
develop a mature economy. | 
| 
| 


In the case of businesses producing taxable 
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products, the sales tax causes a reduction of the volume 
of business at which profits are at a maximum, A larger 
volume of production, employment, etc., would result if 
the tax were removed, at least in industries which are 
fairly competitive. 

The sales tax tends to subsidize foreigners who 
might be in a position to compete with businesses in 
Canada. Their costs are not magnified by an 11% sales 
tax, and if other things are equal, they have a better 
competitive position. 
hie . The sales tax is also disadvantageous in that 
it tends to amplify retail prices by more than the 
original tax at the manufacturers! level. For example, 
an article valued at $10.00 at the manufacturer's level 
bears a tax of $1.10. If the mark-up of the distributors 
is 50%, then the retail price would be $16.50. Without 
the sales tax, the retail price would be only $15.00. 
Thus the original tax of $1.10 is inflated to $1.50 by 
the time the article is purchased by the consumer, Thus 
the sales tax contributes to high prices, which cause 


considerable diffimlty in the Canadian economy, 


Conclusions 

In view of these formidable disadvantages, 
serious consideration should be given to making some 
drastic changes in the Federal Sales Tax, The objective 
should be to completely remove this tax, 

Most of the difficulties mentioned above are 
not found or are not as serious in a tax based on indi- 


Vidual incomes, Therefore, an increase in the income tax 
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would be a good way to replace the revenues from the sales 
tax, It is even possible that the removal of the sales 
tax would stimulate production so much that there would 

be an automatic increase in income tax revenues, 

A further source of revenue to replace the sales 
tax could be found in a capital gains tax, Such a tax 
would do much to bring greater equity into the Canadian 
tax structure, Also, this tax would remove much 
difficulty from administering the income tax laws, provide 
the rates were the same as on ordinary income, 

The mechanics of these fundamental changes would 
have to be worked out very carefully, so as to avoid 
confusion and violent disruption of present business 
practices, Elimination of the sales tax could be achieved 
either by gradually reducing the tax rate, or by 
increasing the list of exempt products. As the number of 
exempt items grows, the taxable items could be listed as 


in the present manner for the excise tax, 


ka Suggestions for Improving the Administration of 
the Federal Sales Tax 
The complete elimination of the sales tax is a 


fundamental change, and therefore it is quite likely that 


Therefore it is felt that suggestions for improving its 
administration will be of practical value, 


1} Tax rulings are very important in the applica- 


| 
j 
this tax will continue to exist for a long time, | 
| 
i 
| 
Ba fs aie il cee : 

{ 

! 


tion of the sales tax laws. An improvement would require 
the Department to make all rulings available to all | 


persons who might be interested, .An improvement world be 
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and the public in general. It is stressed, in the 
| interest of equity, that all rulings should be made 
| available, 

A further suggestion regarding rulings is that | 
the Department should notify, wherever practical, gil | 
those who are affected by changes in-policysu This. is not 
done at the present time, and is the cause of much un- 
| fairness. 
| 2. An increase in the participation of the account- 
ing profession in matters related to the Federal Sales 
Tax is necessary. This profession has been remiss in 
failing to assist the business public in this area. Much 
could be accomplished if accountants and auditors would 
educate themselves in matters relating to the sales tax, 
and if they would apply this knowledge to the affairs of 
business, It is difficult to understand why public 


accountants are not as conversant with the sales tax as | 
they are with the income tax, 
} 
{ 


ne It is advocated that non-profit organizations be 
exempted entirely from the sales tax. This would include 


institutions such as schools, universities, municipalities 
charities and the like. At present there are special 
exemptions for certain items purchased by these 
institutions, but it would be ee aSimpier and fairer if 
they were given blanket exemptions. This has been done 

in case of hospitals, which seems to be working very well. 


eee. 


| 
4, The application of the sales tax to bad debts | 
should te eliminated. Businessmen have enough trouble 
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1] with bad debts without having to pay tax on such accounts, 
2| This hardship should be recognized, as is done in the 

3], case of provincial sales taxes, It would likely be 

4) necessary to exclude licensed wholesalers from this 

5] ©xemption in order that there be no unfair advantage 


6] over unlicensed wholesalers, 


A er It is recommended that the Department recognize 
8 amended contracts in granting tax exemptions and refunds. 
9g] Presently, the Department will not permit exemptions 

10] where contracts have not been drawn up according to the 

11] Prescribed manner, even if they are amended at a later 

12) date so as to comply. This policy is unfair to contractor 
13) Who are not aware of the Department's requirements. 

14] There is also doubt as to whether this policy is legal 

15] under the Excise Tax Act, 


16|| ©. The application of the tax to the manufacture of 


17], boats should be changed, Presently, it would appear 
18|| that the Department does not regard the manufacture of 
19] one boat to be a taxable operation, even if the value 
20) exceeds the small manufacturer's exemption of $3000 per. 
21) annum, Thus, individuals who are wealthy enough to | 
22) afford harge expensive boats are able s avoid the tax, 
23) but those with modest means who purchese smaller boats 
_ 24) through the normal retail outlets must pay the tax, 
25 0 ti It is suggested that some changes be made in 
} 26] the present method of training and promoting sales 
Ie auditors, Some advances have been made in recent times 
28 || With regard to training auditors, but a more formal | 
29] system should be organized. The methods used in the 


30) Taxation Division seem to be very .progressive, and might 
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1] be used to good advantage in the sales tax audit branch, 
3 Considerable emphasis should be placed on general 

3] principles, ws as to give the new auditor a better under- 
4| standing of his function in the tax system, A thorough | 
5| Knowledge of the many peculiarities of the sales tax | 
6| Should also be obtained before a new auditor is allowed | 
7|| to work without supervision, | 
8 Regarding promotion policies, too much emphasis 
9] is placed on the auditor's record of tax assessments 

10) and refund cancellations. While these features have a 

11 tendency to reveal auditing proficiency, the present 


12] emphasis is overdone. The result is hardship and un- 


13) fairness to the taxpayer. 


15|| IIL A Suggestion Regarding Import Duties on 

16|| Materials Used in Manufacturing Tax Exempt Goods, 

17 Certain custom tariff items exempt articles from 
18|| import duties, but not materials used in making the 

19} finished articles, In such cases, the products of foreign 
20] manufacturers bear no duty, but if they are made in 


| 
| 
| 


21|| Canada, the domestic manufacturer must pay the duty on 


| 
22|| imported raw materials, | 
23 These ommissions encourage the production of | 
24|| such articles in foreign countries instead of in Canada. | 
25|| Ft is suggested that these tariff items be extended so 


26|| as to include the component raw materials. 


29 


30 
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1 Administration of the Demands for Payment of Income Tax 
2 

2 Summary. There is a lack of sufficient communication 
+ between the assessing and collecting 

a authorities: administrative convenience, 

6 in reassessments, is sometimes given 

7 priority over justice. 

8 i- In taxation year 1961, the author of this 
9 submission completed the closure of a section of 

10 “sis business, making a terminal profit which was 

11 declared and tax paid. Later, the Department used 
12 its power of reassessment to shift this profit 

13 back to 1960, a year of higher tax bracket, on 

14 srounds which were later largely agreed to. Demands 
15 for payment were made accordingly for additional 

16 1950 tax payments. However, the taxable sum con- 

17 cerned had not been transferred from 1961 to 1960, 
18 it nad merely been added to 1960 with no correspond- 
19 ing substraction from 1961, and as this happened 
20 more than 90 days after the last reassessment of 

21 1951, it left the taxpayer no right of appeal for 

22 credit for 1961. Payment was refused, not on the 

23 inadmissable ground of the pending appeal re 1960, 
24 but on the grounds that the assessment was in itself 
25 ultra vires, since it occasioned a doubled income 
26 taxation without legislative sanction, though offer 
27 of payment for the 1960 debit less the 1961 credit 
28 was made. This wast pointed out by letter to the 

29 collection branch, and bz interview and by direct 


30 provision of a copy of the appeal to the Toronto 
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assessment branch, who claimed that they could 
not very conveniently do such multi-year re- 
assessments at one time. Despite this, ac later 
reassessment for 1961 has been received, but 
written and-telephone demands for payment have 
continued, with threats of writs. The Department 
already sas powers, denied any ordinary creditor, 
of enforcing payment on sub judice disputed debts: 
such power should be balanced by a sense of 
responsibility in its use, and it shovld certainly 
not be used when evidence of administrative error 


has been alleged but not examined. 


Edwin M. Meade. 
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REPRESENTATION SUBMITTED BY: 
B.C. BEEF CATTLE GROWERS ASSOCIATION 
Mv. Chairman and Members of the Commission: 
I We are an association of beef cattle producers 
through affiliation of 22 local stockmen's associations 
covering the lower mainland and the interior of British 
Columbia including the Kootenays and the Peace River 
Block, 
The objects of the Association are:- 
To promote, encourage, develop and protect the 
beef cattle industry in the Province of British 
Columbia. 
To represent the producers of beef cattle in the 
said province in all matters in which they are 
general interested. 
To co-operate with associations, societies and 
organizations having objects in whole or in part 
Similar to those of the Association. 
To co-operate with Federal and Provincial Govern 
ments tosecure the enactment of necessary 
legislation and the enforcement thereof, and the 
tancuenert of transportation and market 
conditions in connection with the industry. 
.If considered desirable, to promote, and/or 
operate marketing organizations and to promote 
and/or hold auction sales of livestock as, when 
and where may be deemed necessary or advisable 
in the interests of the members of the satiate 
The conditions of membership are:- 


Any association or combination of two or more 
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associations, duly incorporated under the 

Societies’ Act of B.C.; the membership of which 

consists of a total of ten or more members in 

good standing, all being actively Boanee in 
the production, or production and finishing of | 
beef cattle, in the Province of British Columbia 
and the total of whose cattle combined amount 
to a minimum of 1,000 head, shall be eligible 
for membership. 
A fa Our submission is on the incidence of taxation 
by the Government of Canada as it affects our members 
and on the ways in which we believe our industry's con- 
tribution to the Canadian economy as a whole is affected 
by the taxes imposed by Federal legislation. 

Under the heading of Income Tax we comment on 
the basic herd and make suggestions for improving the 
application of the principles embodied in it. We also 
consider production incentives and what could be done to 
increase production. 

We make reference to valuation of inventory 
only to say that we may be obliged under certain circum- 
stances to ask leave to make a supplementary submission 
on this. 

Under the heading "Estate Taxes", we discuss 
the effects, as we see them, of inheritance taxes on the 
ownership and operation of cattle ranches in B.C, 


The last heading "General" refers to the 


es 


relations between our members and the taxation division 


personnel. 
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po Ra INCOME TAX 
BASIC HERD 


Under the Basic Herd Directive it is possible 
for a rancher to establish a portion of his herd as 
capital. 

Without it, the rancher, especially if he is 
making his returns on a cash basis, has no way of obtainin 
recognition by the Taxation Division of the Department 
of National Revenue of the capital nature of his invest- 
ment in livestock. 

We have little fault to find with this Directive 
and before listing our suggestions for its improvement we 
Should like to say to you, Mr. Chairman, that in our 
opinion this Directive has been fair in its operation both 

to taxpayers and to the Government. It is, we believe, 
| discret that when a man has an investment in cattle this 
should be recognized which is the purpose of the Basic 
Herd Directive. 

Our suggestions for improvement are:- 

(a) That the provisions of the Directive be incor- 
porated in the seers Gxae made under the Income Tax Act. 
At present the taxpayer has no actual right under the law 
to have the Directive applied to his case, nor to contest 
any rulings or interpretations made by staff of the 
Taxation Division in applying the Directive. 

(b) Fair Market Value 

In all instances where fair market is referred 
to in the Act or in the Basic Herd Directive, it is the 


practice of the Taxation Division to interpret this in the 
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following manner. 

If a taxpayer is adding to his basic herd the 
cattle so added are valued for purposes of tax at the 
average per head price received for mature animals sold 
by the taxpayer in the taxation year. Because the an imals| 
sold are not necessarily of the same class and kind as 
those added to the basic herd, we think that is not a 
proper way to establish fair market value and we propose 
the definition which follows: 

"Fair market value shall be the averaze net 
selling price of the same class and kind of 
animals sold in the taxation year. If no animal 
of the same class and kind have been sold by the 
taxpayer in the taxation year, then fair market 
value shall be ascertained by taking the average 
selling price of animals of the same class and 
kind at the nearest public market, less transpor 
costs from the taxpayer's farm or ranch." 

We submit that this method of arriving at fair 
market value should be used when cattle are added to a 
basic herd, under Section 6 of the ‘Instructions for 
Establishment of a Basic Herd" and whenever it is necessar 


under the Act to arrive at fair market value. 
EY PRODUCTION INC#NTIVES 


We believe that the incidence of taxation can 
and should be devised so as to encouraze increases in 
production of desired commodities. Beef cattle are a 
commodity which we have been told the Government of Canada 


believes should be increased. In British Columbia, 
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increases in production of livestock require that addi- 
tional land should be cleared of trees. Often, as well- 
as land clearing, new fences, new buildings, irrigation 
“works and corrals or pens must be built. 

These mon works often require a very considerable 
outlay of capital and at present not more than the annual 
depreciation is allowed under Part XVII of the Income Tax 
Act and no allowance is made for land elem We 
believe that, because the actual increased returns to the 
rancher from such new works in the first year of opera- 
tion may well be less than anticipated, due to unforseen 
difficulties commonly found in such works when first 
operated, the cost should be apportioned 25% to allowable 
expense and the remaining 75% to capital assets. 

Such a provision woul, in our opinion, be no 
more favourable to our industry than are exemptions 
granted in the first years of mining and other industrial 


operations. 
V VALUATION OF INVENTORY 


Cattle carried on inventory by taxpayers making 
their returns ae accrual basis have in many cases been 
valued for inventory purposes at an arbitrary figure 
which had little or no relation to market values. However 
when the cattle in the inventory are sold the taxpayer 
pays tax on the difference between the inventory value 
and the sale value. 

Lately under Section 14 of the Income Tax Act, 
efforts have been made by assessors of the Taxation 


Division to tax ranchers on the difference between the 
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we have resisted vigorously because we believe it repre- 
sents taxation where no income has been received. However 
we hope that steps are at present being taken to resolve 


this problem and we therefore refer to it only in passing. 


Should the steps referred to come short of what we believe 
to be an equitable solution of the matter, we request 
permission to submit a supplementary brief on this aspect 


of taxation as it applies to the cattle industry in B.C. 
VI ESTATE TAXES 


' It has been the experience of some of our 
members that, unless careful provision is made often in- 
cluding the forming of family companies, estate taxes 
fall particularly heavily on ranch property. 

The establishing of the valuation may require 
a great deal of time and expense. With land prices often 
inflated by speculators above the value at which a fair 
return can be earned on the investment through agricultura 
production, the temptation is to sell, which may either 
remove the land from agricultural production or turn it 
over to foreign absentee ownership. 

When a ranch is being valued for estate tax 
under the Estate Tax Act we feel that the application of 
market value is not fair under the circumstances recited 
above. In our opinion the ranch should be valued for 
state Tax according to the value of its production, 
calculated on the net earnings over a five year period or 
longer, excludins the year of the previous owner's death: 


Ranchers rarely have any reserves of cash on 
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hand with which duties can be paid. The only means of 
realizing money are a sale of part of the land, which may 
easily upset the balance of the cava eraies or to sell down 
the cattle which will leave a reduced breeding herd to 
produce the revenue in the succeeding years. 

It is our view that, except when the estate 
of the deceased sells the ranch or farm as a going concern 
to another, or when there is a sale of land or cattle whic 
alters the set up of the operation, the payment of death 


duties should be spread over five years, so long as the 


ranch ov farm is carried on substantially as it had been 


by the deceased owner. 


We wish to assure the Commission that, in 
making this suggestion, we are primarily concerned that 


estate tax should not have the unintended but often very 


real effect of preventing a ranch or farm from continuing 


in the hands of the same family or indeed from continuing 


as a productive unit. 
VIL GENERAL 


Making due allowance for justifiable zeal on 
the part of acini, officials in the public interest, 
it is suggested to the Commission that there is room for 
improvement in the general relationship which is believed 
to exist between officials and the farmer and rancher 
taxpayer. It should not be necessary for a taxpayer to 
have to pay out large sums in professional fees in order 
to prove that his original returns were correct. 

f£dmittedly, large ranches and particularly 


incorporated ones usually find it advisable, if not 


“7 ‘4 taitaso0n vila 


ak tas eceedwi xed xked3 coef Wi 
a0 Pape ety ‘xe 


af lie es i: 


— os 


a seer eg hepifd fast ont rredosa: aio yates , tevemipel 


° pats trum atte aokaaeoats 


; MALIA E0KC0 #4 AG Q on oan Lie? CLe p| - 4 ' 
ml smene oF 150 sronivhe xsd waedy nes 3 ssives 


a TAXES . ha 
“Shae IO Srey see TS Sree err ~7eenwreses JER, 


> ~~ © 


ea Ry fat pas od? qo deoo sft damit tesbom of ai ereciotet Tt 


» 


| a 
-. 


7 
— 
4 


od 
ro 
! 
~ 
#) 
- 
» 
v] 
f 
- 
i. 
= 
J 
- 
P 
t 
’ 
be 
bal 
ty 
m 
~~ 
ef: 
x 
’ 


z 


ad 
4 
a 
2 
i 
5 
t 
* 
* 
© 
e4 
— 
uw 
& 
? 
+ 
£ 
wd 
A 
a 
~y 
~ 
~~ 


ee 
= 
- 
‘a 
1+ 
so 
ce 
<a 
~ 
o« 
1-9 
. 
Ce 
ry 
> 
r. 

. 
~~ 
i 
4 
»* 
thw) 
gel pe 
» aie 
owt 
ot 

< 

; 

s 
tw 

. 

* 
ad 
de 
ey m 

aw a ee ee ey 8 eee ee 

bow 
be 


3 
ise 
2, 
$ 
. 
J 
4 
i 
; 
, 
z 
he 
t 
» 
' 
' 
ow 
—! 


oe 
“— 


aw 
~- 


a 


: 
£ 
TE RT 


] Hots Le Derr igd, proce ios WARS 
ary ic oe! eee! “ie JE .oA os 3Ifecee bisetvie ec DSss, 
@ 9 
| a MN Fteget: | SS eFveGen e606 of moe TaNeD Cito oo 
mark e >“ te 1 . 2 ea 4 ‘7 I 
"Eh | ain i govqes! Ge ie ant Lez atte Ons OCme_ tise 

\ 

uete aveiisbis to the world af oompet sire be ces 


* Acc iqmens bem 


uation af eS + ERPAOY ES, io it ad * 247 oT haretee, tor 
, daaapetabe gps bO-Induatyy. Tndeastry 
, sshodanliadaatete tk bi eiamansian't 


vs 


Pn 7 
- 7 


4 , Fy : 


AMNG@UE STONEHOUSE & CO. LTD. 
PSRONTO. ONTARIO : 8 


actually necessary, to engage skilled-accountants to 
prepare their tax returns and to represent them in 
discussions with taxation office personnel. There are, 
however, many other ranchers who feel obliged to seek 
advice from these tax advisors in order to ensure fair an 
just assessment. The scale of operations of many 
ranchers is so modest thatthe cost of the advice re- 
présents an appreciable drain of net income after taxes. 
It is not claimed that actual examples can be 
quoted of what is suggested as a somewhat hypercritical 
attitude on the part of officials. This section of the 
submission is not, therefore, a charge of unfairness, 
but rather is a suggestion that a suspicious, rather than 
a helpful atmosphere appears to exist in taxation offices 
This may not be restricted to farmers and ranchers but 
4t should be remembered that the returns required of the 
latter are, of necessity, more complicated than those of 
the salary and wage earner. It may be possible, also, 
that many farmers are less well equipped by education 
and training to cope with these complications, 
It is submitted that the rie te taxpayer 
shou ld be adjudged honest until the contrary is proven 
or at least apparent. Perhaps it is not unreasonable 
that he should expect to find, at the taxation office, 
not only courtesy but-also some bape ot of impartial 
guidance and counselling with respect to his rights 


and exemptions. 
Respectfully submitted, 


THE BRITISH COLUMBIA 
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REPRESENTATION SUBMITTED BY: 


C.E. SCANLAN, P.Eng. 
210 Sandringham Crescent, 


North Vancouver, B.C. 
THE CANADIAN ECONOMY AS AFFECTED BY EDUCATION AND 


EDUCATION TAXES 
THE CANADIAN ECONOMY 


ae The Canadian Economy appears to be approaching 
the point of becoming stagnant. 

. In the present fiercely competitive state of 
world trade the need for Capital Investment and business 
incentives is essential if we are to progress and develop 
instead of becoming a satellite nation. 

. = Increasing problems will face Canadian Industry 
in the next few years due to the advent of the European 
Common Market and President Kennedy's Trade Fxpansion 
Act. And the introduction of Automation into Industrial 
provesses will further increase the problem. In addition 
to these factors consideration must be given to the 
emerging of the new nations of the world as competitors, 
or partners, in the industrial struggle. Canada cannot 
survive merely as an exporter of her Raw Materials nor 

as an Agricultural Nation. Industrial production must 

be increased by the Investment of new Capital and by the 
use of modern methods and techniques so as to make her 
products available to the world at competitive prices. 
Subsidies as provided, whether, rightly or otherwise, for 
Agricultural products cannot apply to Industry. Industry 


must stand on its arn feet and be given the opportunity 
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and incentive to properly develop. 
TAXES 


Kah Taxes are a lawful levy by Governments for 
providing, maintaining, and improving services which are 
necessary for the well-being of the people, i.e. the 
taxpayers. They are fair and equitable only as they are 
collected and distributed on the principles of justice. 
=e The form of Taxation has a profound effect on 
the well-being of a Nation and its economic progress. 

cs Direct Taxation as a form of revenue carries 
with it a hindrance to the flow on Capital investment. 
However, it is still the main source of revenue relied 
upon by the Federal Government to meet its expenses. 

4, The widest possible distribution of Tax levies 
is of the greatest importance to the economic ~~ and 
future of the nation as it reduces the tenect on Industry 
and enhances the opportunity for greater Capital invest- 
ment so necessary for the expansion and acceleration of 


Industrial output. es 


ae Tt is worthy ie By that the Countries which 
are presently enjoying the most rapid development are 
using methods of Indirect Taxation for the Revenues 


necessary for Government. 
EDUCATION AND ITS IMPORTANCE IN THE NATIONAL ECONOMY 


i The purpose of Education is to develop the 
mental facilities by systematic training, instruction, 
and discipline, to form and regulate the bodily and 


mental habits of a person to render him or her efficient 
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1 in some particular form or mode of life. 


abe 2. It is fundamental to all progress and develop- 
3 ment. 
4) 3. At the time of the framing of the B.N.A. Act, 


5 Canada was sparsely populated, living was simple and 
6] Education was more or less cmfined to the Three R's. 
7| The benefits of Education were enjoyed by immediate 
8] communities and the local areas. The cost of schools, 
9| equipment, and Teachers! salaries was inexpensive and 
10] easily borne by local taxes. 
11} 4. Accordingly the cost of Education was a matter 
12} of minor camcern to the Signatories of the Act. Educatio 
13] was therefore left to the jurisdiction of the Provinces. 
14] 5. With the coming of the Industrial revolution 
15] and the improvement in Scientific and Technical processes 
16] the vast strides in Communications and Transportation 
17|| methods, the need for improvements in Fducation is be- 
18 coming more readily apparent daily. It has, as a result 
19] of changing conditions, developed from a purely 
20|| Communal purpose to one of most significent National 
21 import, and to the survival of the Canadian economy and 
22] International relations. 
23] 6. - Education is vital and essential to Industrial 

' 24) progress and if Canada is to survive a nation, increased 
25] industrial production must be obtained at competitive 

26] costs and market prices. 
27 th The inevitable coming of Automation will furthe 
28 || demand improved educational facilities if Canada is to 
29] hold a place in International trade. It has been reliabl; 


30 stated that the present child of six years of age may 
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expect to change its vocation three times in its life- 
time due to the development of Automation processes. 

Sy The benefits of Education extend to all section 
of the Nation's economy, whether Industrial or Agricul- 
tural, and whether Scientific or Technical, and will also 
become of increasing importance in the field of Inter- 
national relations. 

9. It should therefore be given primary considera- 
tion by the Federal Government to make provision for the 
highest possible standards of Education facilities being 
avallable for all its citizens. | 

20. It is far too important to be left to the 
Municipal property owner to bear the major portion of the 
costs. It is the Nation's business and should no longer 


be restricted to that of Communal purpose. 


THE COSTS OF EDUCATION IN CANADA 


The following table gives the Fxpenditures on 
Education for Publicly controlled Schools for the Year 


1961. Figures are given in 000's of dollars. 
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Elementary Handicapd Gov't Indian 


and and Private 
Secondary Outside Corresp Reform 
Schools Schools Schools Schools TOTALS 
Local 
Taxation 451,435 508 a8 care 451,943 
55 % 
Previneie a 
Gov'ts 341,769 4,857 1,286 553 348 ,465 
41 % 
Federal 
Gov't. 15,333 ies 20 23,894 39,256 
2% 
Fees 5,480 ANY 27 86T 33,788 
0.6% 
Others 9,785 250 5,346 15,881 
1.4% 
TOTALS $23,802 5,015 1,756 58,160 889, 333 


Not included in the above are the costs of Universities, 
Scholarships, research in Universities, Defence College, 


te. ete. totalling approximately 150 million dollars of 


which amount the percentage share is as follows: 


Provincial Governments 47% 
Federal Government 22% 
Fees 21% 
Other sources 10% 
Lee It is to be noted that the Municipal Taxpayer 


is called upon to pay 55% of the Cost of Elementary and 
Secondary Education; in addition, he has to bear his 
share of Federal Taxes and Provincial Taxes, and at the 
same time provide the monies for the service necessary 
for the maintenance and improvements to the Municipality 


in which he. lives. The situation is serious and critical 
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for the Home-owner, in view of the estimated costs on 
Education rising from 3 or 4 times its present rate in 
the next ten years, which will create an unbearable 
burden on the right of every Canadian Citizen to ow 

his own Home. 

Eka The inevitable result is that much needed 
Municipal works have to be delayed or postponed through 
lack of funds. Unemployment is a direct result, and 
grants towards winter works used as a palliative. 

id; The orderly progress and financial stability 

of the Cities and Municipalities is threatened by the 
burden placed upon them by the present distribution of 
Education Costs. 

14. The improved standards of Fducation will produc 
better and higher techniques, and will improve production 
methods in industry, resulting in better quality and 
quantity of goods to the benefit of Canadian Trade. [It 
therefore not unreasonable to suggest that a share of 
Education costs be borne by Industry. 

tee It is suggested therefore, for consideration, 
that a 1% "Education levy" be made on the selling value 
of Factory Shipments of Manufactured Goods, which in the 
year 1960 amounted to over $23 billion, and the amount 

of this tax levy be distributed to the Municipalities 

by the Federal Government on a "School pupil basis", 
which amount would permit the Municipalities to operate 
their proper functions so badly hindered under the unfair 
and inequitable burden of Fducation costs now enforced 
upon them, 


16. Such a "Tax levy"would distributed the costs 
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of Fducation over the widest possible area of the Nation. 
delve It would stimulate business in the Cities 
and Municipalities to an enormous extent, and provide a 


tremendous amount of employment throughout Canada. 


SUMMARY 
hs INDUSTRIAL EXPANSION in Canada is ESSENTIAL to 
the existence, both present and future, as an Independent 
Nation. 
2. CAPITAL INVESTMENT and incentive is necessary 
for Industrial expansion, but the present form of Taxa- 
tion viz. Corporate Income Taxes, is a hindrance to 
CAPITAL INVESTMENT, 
ie 18 The most EQUITABLE form of Taxation is that 
which is shared by all sections of the economy. 
4, EDUCATION IS VITAL to Canada's prosperity in 
its significance to Industrial progress, and has thus 
become a matter of National purpose rather than in its 
original conception under the B.N.A. Act. 
se The present method of distribution of Fducation 
costs which bears most heavily on Municipalities is 
Archaic, and seriously affects the progress and financial 
stability of Municipal Governments and the Home-owner. 
Bi Relief to Municipalities from the burden of 
fducation costs would provide the means for much needed 
improvements, such as slum clearance, Sewer construction, 
Drainage, and similar projects which are essential but 
postponed or delayed due to lack of funds. Funds thus 


available through relief from Education costs would 
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CO 


GREATLY REDUCE UNEMPLOYMENT and abolish the need for 


Winter Works programmes. 
vie The answer lies with the Federal Government, 
which alone has the powers and resources to remedy the 


situation. 
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A SUBMISSION TO THE ROYAL 


COMMISSION ON TAXATION 


BY 


THE MUNICIPAL COUNCIL 


OF 


THE CORPORATION OF THE TOWNSHIP 
11 OF LANGLFY 


12 MURRAYVILLE, BRITISH COLUMBIA, 


13 CANADA 


PRESENTED BY 


COUNCILLOR NOEL BOOTH 
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A SUBHISSION TO THE ROYAL COMMISSION ON TAXATION BY THE 
MUNICIPAL COUNCIL OF THE CORPORATION OF THE TOWNSHIP OF 


LANGLEY, MURRAYVILLE, BRITISH COLUMBIA, CANADA 


ANGUS, STONEHOUSE & CO. LTD. ) 


Oe ee me ce ee ee we ee we ae a 


t: The Langley Municipal Council appreciates 

the opportunity afforded to it by the Royal Commission to 

make this submission at this time and to assure the 

Commissioners that the proposals submitted are in the 
terests of the residents of Canada as a whole, even 

though at times it may appear that the evidence is some- 

what regional in scope and nature, 

oe The Council feels that any study of taxation 


imposed at the national level would be totally incomolet 


if cognizance were not taken of the incidence of taxation 
imposed at the provincial and local levels. The persons 
who pay federal taxes, provincial taxes and municipal 

xeS are not separate entities, but are one and the same 
person - the Canadian taxpayer. The proportion of the _ 
burden payable by each taxpayer is of equal importance 


to the incidence of taxes payable by society at aarge and 


sesments of society in particular. With this thought in 
mind, it appears relative to us to introduce the subject 
of municipal taxes as. part of the total tax burden within 
the country. 

INTRODUCTION 
ae It is our intention in this submission to 
make reference to the following points: 
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Pe ine total tax’ burden “in Canada. 
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figures available that the total tax burden in Canada is 
40% of the Gross National Product. 
B, Distribution of Tax Wealth. 

The various forms of taxation in the country 
have developed in a piecemeal fashion over the past 100 
years without any particular thought being given to the 
distribution of the tax wealth in accordance to the degree 
of responsibility for providing services, 
tp Delineation of Responsibilities for Public 
Service, 

The basis for the present divison of res- 
ponsibitities for services is, of course, the British 
North America Act and the prerogative of the provinces 


o delegate to municipalities. It would appear that this 


ct 


constitution for Canada would require some revision if 
an adequate tax structure is to be devised for the 


country. 
SUBMT.SSTON 


i Total Tax Burden 


> 


A number of factors influence the opinio 
of each member of society on the queston of what is an .- 
equitable tax burden for a taxpayer to assume. Not the 


a 
ue 


least of these, of course, is the individual's particular 
political philosophy. The one is an advocate of State 
Capitalism, then one must assume that those things which 
were normally purchased through private enterprises, will 
now be purchased through public enterprise, hence 

the service charge or tax, which is the normal method 

of paying for sueh services, will be added to the existin 
tax burden, On the other hand, if one is an advocate 


=p 


of the so-calied free-wheeling economy, whereby as much 
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service to the citizens as is possible is provided by 

free enterprise, then the incidence of taxation for public 
services would, presumably, be at its lowest ebb. One 

has to decide where Canada is at present between these 

two almost extremes, and in which direction she intends 
to travel in the future, and enone accordingly in an 
approach to taxation, 

ef While our present economy exhibits a 
dual tendency, we are not prepared to suggest which patter 
the country should follow, but we do suggest that the 
wealth of Canada is still basically private wealth and 
that our standard of Stetne) which of course includes bot! 
private and public services, is directly related to the 
development of this private sector of the economy. If 
this is so, then the incidence of taxation on the private 
sector of the economy required to finance the public 
sector of the economy, should have some relationship to 
the ratio of financial and numan resources required to 
provide both sets of services. We confess that we are not 
in a position to assess this particular problem because 

we do not have the figures at hand, but it would appear 
that if the total tax burden in the country is 400 of the 
Gross National Product, then perhaps without any doubt 
there is an imbalance, 

6. This latter point raises the question of where 
and how and at what level this taxation relief should be 
granted to the private sector of the economy. At the | 
present time, it wold appear that all three levels of 
government are vying .with each other to obtain the assent 


of the electorate to assess and i¢vy taxes against the 
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nebulous and impersonal business community. This leads on 
to the conclusion that the persons responsible fen tax 
policies within the country should attempt to establish 
some degree of co-operation so that. the economic effect of 
such policies shall not become onerous in total or 
distorted as between the various components, 
7 By. Distribution of Tax Wealth 

In support of our contention that the distribu- 
tion of tax wealth requires revision, we would point to 
the number of procedures which have been adopted by the 
two senior levels of government to re-allocate the tax 
monies between themselves and with their component 
municipalities, The various taxation agreements and 
zrants-in-aid indicate that biti acknowledgment has been. 
given to this question and its solution, However, we 
would suggest that this method of redistributing the 
wealth of the country leaves much to be desired and also 
presents a confused picture to the taxpayer who is 
entitled to know and receive assurance that national 
taxes are for national purposes, provincial taxes are for 
provincial services, and municipal taxes are for municipal 
services, At the present time, it is doubtful if 
Government leaders, let alone the average taxpayer, could 
say what percentage of Income Tax or Provincial Sales Tax 
ig used to finance municipal services. 
6 We do not suggest that this problem is easy 
of solution, nor do we offer the recommendation that each 


el of government shall operate within a vacuum, divorce 
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and set apart from the other levels of government... Jt 
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is quite obvious that each level of government, being a 
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¢orporate entity and operating public enterprise, will 

of necessity be required to make some contribution to the 

other levels of government for services provided to this 

corporate entity. This leads to the third point in our 

submission which covers division of responsibilities for 

public services. 

9. CG. Delineation of Responsibilities for 
Public Services. 

For this final portion of our presentation, we 
wish to rely entirely upon the booklet bund eanen by the 
Union of British Columbia Municipalities, entitled "What 
Your Property Tax Dollars Should Be Properly Doing For 
You". This booklet is attached to and forms part of our 


submission and we ask that it be accepted in its entirety 


has been compelled to assum: vayment for services non- 
municipal in character, andw awe, therefore, carrying a 
disproportionate share of the tax burden. If this 
Situation is not corrected, Canadian municipal taxation 
will be the highest known in the western world. We feel 
that some relief could-be afforded by reducing the non- 
municipal costs now imposed at the municipal level; or 
alternatively, that the two senior governments must be 
prepared to supply additional funds to the municipalities 
to help take care of this situation. To secure the 
additional money necessary, we would suggest an investi- 
gation into the advisability of a graduated tax on 
capital gains. We note that the Federal Government 
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expenditures for defence have amounted to 1.6 dillion 
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saving could be made in these expenditures, ample funds 
would be availeble for the relief of municipal taxation 
without the imposition of additional taxes at the Federal 
Level. 

pie It is acknowledged that this booklet deals 

with the problems faced by the municipalities in British 
Columbia, but the principles enunciated therein are surel 
applicable to all municipal governments with regard to 
their relationships with the senior levels of government. 
It might be argued, of cowse, that the British North 
America Act, in Sections 9l and 92, clearly defines the 
division of responsibilities as between the federal and 
provincial governments, and further that the provincial 
governments can draw a distinct line as between the 
responsibility for services to the province as a whole 
and services by municipal government to municipal 
residents. It is atite obvious that the division of 
responsibility is not as clear-cut as ‘the above auotation 
would suggest, 

A In conclusion, we feel that the camalan tax- 
payer is entitled to a clear picture of the tax structure 
as it now exists in Canada, what changes could be 
implemented to clarify this picture, and a set of ground 


ules that will enable him to more accurately assess 


Lan) 


future tax policies. This, we are confident, the 
Commission will accompiish. 

By We feel very strongly that the suggestions we 
are advocating are fundamental to the securing ofa 
reduction in, or stabilization of, the high incidence of 
municipal taxation now existing and potential. Anything 


less will be trivial and of Little emsequence, To 
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paraphrase Burke: 
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"What eccmomic morality requires, 
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WHAT YOUR PROPERTY TAX 
DOLLAR SHOULD PROPERLY 
BE DOING FOR YOU 


A Proposed Solution to the 
Problems of Provincial-Municipal 


Financial Relations 


A POLICY STATEMENT 
of the 
UNION OF B.C. MUNICIPALITIES 
adopted at its 
55th Annual Convention 
September, 1958 
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PREFACE 


By MAJOR GENERAL C. A. P. MURISON, C.B., C.B.E., M.C., Retired 
Reeve of the District of North Cowichan, President of the Union of 
B. C. Municipalities and Chairman of the Finance Policy Committee. 


Financial malnutrition, often aggravated by rapid growth, is a 
chronic municipal condition in Canada. Though widely recognized 
and not infrequently studied by Provincial Governments and Royal 
Commissions the condition persists. Because it persists municipalities 
are kept continuously in the bread line seeking handouts which even 
if given are too little and too late to effect any lasting improvement. 


Is this condition beyond remedy? A year ago the municipalities 
of British Columbia, instead of leaving the task to others, took the 
unusual, and, it is believed, unprecedented step of seeking the answer 
for themselves. To this end they instructed their Provincial Associa- 
tion, the Union of B. C. Municipalities (U.B.C.M.), to set up a Special 
Committee to study the problem in all its aspects. This Committee 
presented its report, including its remedy, to the 1958 Convention of 
the U. B. C. M., when it was unanimously adopted. The report now 
published in this booklet has therefore become the expression of the 
views of the municipalities of British Co!umbia. 


The problem can be simply stated. It is to bring municipal re 
sources and municipal commitments into balance. Obviously this can 
be effected in one of two ways—by increasing resources or by re- 
ducing commitments. 


The usual approach has been to seek ways and means of increas- 
ing resources. In general this has resulted in proposals for increasing 
Provincial grants, often based on complex formulae, and suggestions 
for making new sources of revenue—sales tax, gasoline tax, income 
tax and others—available to local governments, often without regard 
either to the difficulties of administration and collection or to the 
fact that the suggested fields are already occupied by the senior gov- 
ernments. Meanwhile the property tax remains, and seems likely to 
remain, the principal source of local revenue as it has done for 
centuries. It is for this reason that the study proposes bringing rev- 
enue and responsibilities into balance by reducing local cotamitments 
to local functions. 


Such an approach depends on a functional division of respons- 
ibilities between municipalities and their Provincial Government but 
this does not imply that the division can be achieved by drawing a 
sharply defined line. This cannot be done because between what are 
clearly local and clearly provincial services lies a group of services 
that does not fall specifically into either category and must, there- 
fore, be treated as a joint Provincial-Municipal responsibility. The 
study takes this into account. 
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The report avoids statistics but this does not mean that statistical 
trends have been ignored. Three trends in particular were carefully 
considered and nothing in the study runs counter to them. These | 
three trends were: 


Over the years the percentage of net Provincial revenue allocated 
as grants to municipalities has increased in all Provinces but in some 
to a greater extent than in others. This may be taken as a general 
recognition of municipal needs, but. apart from this, the breakdown 
of these grants only serves to reveal the wide divergencies in the 
policies of Provincial Governments. 


Taking Canada as a whole the sum total of Federal payments to 
Provinces is approximately balanced by the sum total of Provincial 
grants to municipalities. While this suggests that Provinces may 
have established some relationship between what they get and what 
they give, the only deduction to be made is that the full implementa- 
tion of the recommendations may be contingent on larger Federal 
payments to the Provinces. 


Real property taxes, averaged across Canada, represent a smaller 
proportion of personal income today than they did before the war. 
While this might be taken to indicate that municipalities as a whole 
are not exploiting the property tax to the limit of its capacity, it has 
little bearing on a policy whose purpose is not so much to keep down 
the property tax as to ensure that its use is confined to those purposes 
for which the tax is best suited, and that its amount is subject to the 
control of those who pay it. 


The property tax has in effect been subjected to a job analysis 
and has been found to be suffering from overstrain and in danger 
of a breakdown not so much on account of the amount of work it 
is being called upon to do as because too much of its work is of the 
wrong kind. The property tax has in fact been given so many priority 
jobs to do for Provincial governments, and these jobs have become 
so large, that the tax is tired before it can be set to work on the 
urgent local jobs it is best fitted to do. In consequence the remedy 
proposed is a fresh job allocation. 


What the municipalities of British Columbia have proposed to 
their Provincial Government is simply this: “Stop drawing on the 
property tax to pay for Provincial and Federal-Provincial services— 
leave it to us. Stand on your feet without help from us and we will 
stand on our feet without help from you.” The municipal aim is 
nothing less than the relief of the property owner from tax burdens 
over which he can exercise no effective local control, which have 
nothing to do with real property and nothing to do with local func- 
tions and responsibilities. 


What is needed is a Colombo Plan for local governments, a plan 
at once simple, logical and just. The study proposes one. 
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A last point. For obvious reasons the study has special reference 
to conditions as they prevail in British Columbia. It would, however, 
be wrong to conclude from this that they are peculiar to this Prov- 
ince. They are Dominion wide and differ only in degree from Province 
to Province. Indeed it can be said that in British Co!umbia the con- 
ditions are in some respects no worse and in others slightly better 
than in some of the Provinces. That, unfortunately, is the most that 
can be said. 


In conclusion I wish to acknowledge with thanks and gratitude 
the help I received from the members of the Finance Volicy Com- 
mitte, who participated in this study namely: 


Mayor J. E. Fitzwater, City of Kamloops, 
Past President, U. B. C. M. 
Mayor P. B. Scurrah, City of Victoria. 
Reeve P. Jenewein, District of Maple Ridge. 
Alderman H. D. Wilson, City of Vancouver. 
Mr. C. C. Wyatt, Municipal Manager, City of Victoria. 
Mr. P. Livingstone, Municipal Manager, District of Surrey. 
Mr. T. R. B. Adams, Executive Director, U. B. C. M. 
Mrv Co D: MeQuarrie) OC.) Solicitor: Us BeCoak 


These municipal officials elected and permanent, gave frecly of 
their first hand knowledge of and experience in the conduct of local 
government—knowledge and experience which in aggregate well ex- 


ceeds one hundred years. 
C. A Po MURISON, 
Presiient Jy .i35. £0588: 
Duncan, B. C. 
December, 1958. 
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PART I. 
THE PROBLEM 


1. Owing to the ever-increasing importance attached to them 
from the political and humanitarian points of view, the social, health 
and welfare services, including education and hospitalization, have been 
-removed from the sphere of local government and placed under Provin- 
cial direction and control by various acts of the Provincial Legislature 
in this as in other provinces. Because of the increasing volume of road 
traffic and its economic importance responsibility for arterial highways 
has also been assumed by the provinces. To meet the cost of discharging 
their responsibilities provincial governments in some cases receive assist- 
ance from the Federal Government and in all cases have been conscript- 
ing the aid of local governments, and this statutory obligation to help 
imposed by the senior government on the junior has been made a prior 
charge on municipal revenue — that is a charge that must be met 
before local needs can be satisfied. 


2. Toa greater or lesser degree these municipal contributions to 
provincial and federal-provincial services have been offset by Provincial 
grants-in-aid of various kinds, but there is a very real difference between 
the aid municipalities are compelled by legislation to render the Province 
and the aid the Province gives to municipalities as an act of grace. In 
this Province, the conditions governing municipal contributions are such 
that these increase at least in proportion to the amount borne by the 
Province, while provincial grants-in-aid of local services are a matter 
of expediency rather than of policy, are in no sense directly related to 
their cost, and can be varied or even rescinded at the will of the 


Legislature. 


3. Consequently the provision and maintenance of many local 
services for which local governments are rightly held responsible is 
inevitably influenced and indeed is becoming seriously prejudiced, by 
the growing demands on local revenue made by the social, health and 
welfare services — and in certain cases by arterial highways — initiated 
by the Federal and Provincial Governments, over which these Govern- 
ments exercise full direction and for which they are not slow to take 
full credit. 


4. Nor is this all, for it has become customary for Provincial 
Governments to regard as municipal aid even their own share of the 
cost of provincial services to which municipalities are required to con- 
tribute. The result has been to obscure the issues, to prevent the formu- 
lation of a rational and equitable policy and to strain the relationships 
between the two levels of government. 


5. Notwithstanding this unsatisfactory and confused situation, 
however, the problem to be solved can be stated in simple terms. It 1s 
this: 
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“In what way and to what extent should local governments be 
expected to share in the cost of provincial and federal-provincial 
services; and in what way and to what extent should the 
Provincial Government be expected to share in the cost of local 
municipal services.” 


6. A solution to this problem that conforms to the responsibilities 
and resources of each of the two levels of government, already overdue, 
has become a question of critical urgency because municipalities, in 
addition to having to contend with the local problems created by excep- 
tional growth, are being subjected to an increasing strain occasioned 
by the shift of population from country to town, the resultant outward 
spread of urban areas and the consequent need for the extension of 
urban services. 
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PART II. | 
FACTORS BEARING ON THE PROBLEM 


7. A first and essential step towards solving the problems is a 
clear appreciation of the factors involved. These are: 


(a) the kind of services provided at the provincial level; 
(b) the kind of services provided at the local level; 


(c) the nature of the financial resources at the disposal of the two levels 
of government ; 


(d) provincial grants-in-aid ; 

(e) the degree of control exercised at the local level; 
(f) arterial Highways; 

(g) inter-governmental taxation ; 

(h) validity of certain arguments ; 


(i) equalization of assessments. 


An examination of these factors follow: 


8. The kind of services provided at the Provincial level. 


The distinguishing characteristics of provincial or federal-provincial 
services are: 


(i) They are all services relating to the province as a whole and are 
therefore services unaffected by municipal boundaries. 


(ii) They are all services governed by provincial statutes and under 
the complete control and direction of the Provincial Government. 


(iii) They are all services for which local responsibility, where it 
exists at all, is restricted to local administrative details. 


(iv) They are all services of direct benefit to the people as a whole 
rather than to any particular class or group of taxpayers. 


(v) They are all services than can only achieve satisfactory results 
if provided on the provincial level. 


(vi) None of them are services that can be paid for on the basis of bene- 
7 fits received. Their cost should therefore be defrayed by taxes 
based on ability to pay. 


(vii) They are all services which, insofar as local contributions are 
involved, entail double taxation of the property owner — once 
as a provincial and again as a municipal taxpayer. 


So far as this Province and many other Provinces are concerned 
these characteristics are clearly the common possession of the social, 
educational and hospital services and of arterial highways. 
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9. The kind of services provided at the local level. 
The characteristic feature of these services are: 


(1) They are all services of special benefit to the local community and 
are therefore directly related to local government boundaries. 


(11) They are all services governed by municipal by-laws and regula- 
tions and are, therefore, services subject to the control, direction 
and administration of local governments. 


(111) They are all services specifically concerned with the government 
and development of the community and are more closely associated 
with property than with people. 


(iv) They are all services that can reasonably be paid for on the basis 
of benefits received i.e., by taxes on property. 


Such services include. police and fire protection, parks and sanita- 
tion, roads, water and sewers. These last three in particular call for 
capital expenditure on a scale that, during periods of rapid growth, can, 
of itself, seriously strain the financial resources of local governments. 


10. The nature of the financial resources at the disposal of the 
two levels of government. 


The principal revenue resources available to the Provincial Govern- 
ment are directly related either to income (through tax rental or by 
direct levy) or to consumption and are, therefore, directly or indirectly 
related to ability to pay. Hence they are sources that are very sensitive 
to general economic conditions. While this means that their yields 
contract when the general economy is declining, it also means that their 
yields increase during periods of rising prosperity and roughly in pro- 
portion to it. Consequently when the calls for expenditure to satisfy the 
demands of growth are on the increase, revenue is also increasing. Con- 
versely when the revenue is static or shrinking the rate of growth is 
static or tailing off and the need for expanding services diminishes. 
Hence at the provincial level both revenue and expenditure tend to 
expand and contract in step with the general economy. 


At the provincial level also every resident of the Province contributes. 
in some degree towards the revenue, for, though some may escape taxes 
on income, none can escape taxes on consumption. Moreover, at the 
provincial level, except for taxes-on income which in many cases are 
collected by the Federal Government under tax rental agreements, 
taxation, though technically direct is in a fashion indirect and is imposed 
in a way that eases collection and arouses the least opposition. 


At the local level, on the other hand, the principal source of revenue 
is the value of real property. This has always been the mainstay of local 
government revenue and no satisfactory substitute for it has been dis- 
covered. Under modern conditions, however, it suffers from certain 
disadvantages namely : 
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(i) The possession of real property is no longer a reliable criterion 
of wealth. Taxation based on it cannot, therefore, be regarded 
as taxation based on ability to pay. 


(ii) Unlike income and consumption real property as a source of 
revenue is relatively stable. This means that at times of rapid 
growth when the need to expand local services is great it responds 
but slowly to the economic impulse. On the other hand during 
periods of declining prosperity, property values tend to shrink 
less rapidly than other sources of revenue, an advantage offset, 
unfortunately, to an appreciable degree, by the inability of prop- 
erty owners to meet their tax demands out of declining incomes 
so that the amount of uncollected property taxes increases. Real 
property as a source of revenue is therefore better suited to 
stable than to dynamic economic conditions such as prevail in 
British Columbia today. 


(iii) Taxation based on property — unless limited approximately to 
the benefit derived from the services provided — is discriminatory 
in that it singles out one particular group of individuals and 
imposes on them a special surcharge over and above all the other 
taxes to which they are liable in common with everyone else. 


(iv) As a tax base it is extremely narrow and it is being continually 
undermined by the ever-increasing contributions municipal gov- 
ernments are being called upon to make to provincial and federal- 
provincial services. 


11. Provincial Government Grants-in-Aid. 


The limitations of real property as the tax base of local revenue 
and the vain search now centuries long, for new sources of local revenue 
both adequate in yield and simple in collection has resulted in the 
adoption, by Provincial Governments, of the expedient of supplementing 
local revenue by means of grants-in-aid. 


These grants can and do take various forms, but whether they are 
based on some simple yardstick such as population or assessments or 
whether they take the form of a percentage of the yield of some specified 
source of provincial revenue — such as sales or even income tax — or 
whether they are conditional or unconditional, they are still grants. By 
no stretch of the imagination, whatever form they may take, can they 
be classified as sources of municipal revenue for they are not subject 
to the control of local governments. They also possess four other serious 
disadvantages : 


(1) They are illogical. It is not logical that Provincial Governments 
through statutory demands on local government revenue should 
draw heavily on the property tax and then return a part of their 
levy as a grant-in-aid. 

(11) They constitute real or potential grounds for interference with 
local autonomy since there is a natural tendency for the grantor— 
that is the Provincial Government—to determine how they shall 
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be used. The close government control over education grants 1s 


a case in point. 


(iii) They are not certain. They can be reduced, varied or even taken | 


away at the will of the Provincial Government. Examples of this 
in this Province are provided by the replacement of the sales tax 
by per capita grants and by the arbitrary alterations to the 
education finance formula. 


(iv) Their distribution tends to be based on rule of thumb rather than 


on any recognizable principle of equity. The per capita grants, 


and cost sharing in the case of arterial highways, bear witness 


to this. 


For these reasons grants-in-aid, no matter what form they may 
take, can never be a satisfactory substitute for locally controlled sources 
of revenue. In default of any new sources of local revenue the solution 
lies not in increasing grants but in provincial governments curtailing 
their demands on local governments for aid to provincial services. 


12. The degree of local control exercised at the local level. 


It is a sound rule of practical administration that administrative 
responsibility should be accompanied by commensurable financial re- 
sponsibility and it is consistent with this rule that local governments 
should, so far as their resources permit, assume full responsibility, as 
indeed they do, for local services over which they exercise complete 
administrative control. It is also consistent with this rule that where 
the Provincial Government has delegated a measure of administrative 
responsibility for provincial services to the local level, some part of this 
cost should be borne by the local authority as an incentive to economical 
management. But it is not consistent with this rule that the contribution 
of local authorities should be assessed without regard to the degree of 
local control permitted. 


In the case of the social, health and welfare services — excluding 
education and hospitals — the administrative responsibility decentralized 
to local governments is for all practical purposes non-existent yet the 
local share of the overall cost is at least 10%. There is no discernable 
justification even for this relatively small imposition on local revenue. 


In the case of education a measure of administrative responsibility 
is delegated, not to local governments, but to school boards. The financial 
contribution required by the Provincial Government in return is, how- 
ever, out of all proportion to the limited amount of local control per- 
mitted. This local control, moreover, is vested in an authority with no 
responsibility for raising the money and the local administrative unit is 
only accidentally related to municipal boundaries. Municipalities, there- 
fore, have strong reasons for pressing the Provincial Government to 
reduce local contribuitons so as to relate them to the degree of local 
control that in fact exists. 


The hospital service is in a class by itself for it differs from all 
the other provincial services, towards whose upkeep the Provincial Gov- 
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ernment conscripts financial help from municipalities, in several important 
particulars. These are: 


i) The service is financed by special taxation’ based on consumption. 
hi Bac chau: newer ees 
It is, therefore, a service to which municipalities contribute in 
proportion to their consumption like every other consumer. 


(ii) In financing the service the Provincial Government receives con- 
siderable assistance from the Federal Government. 


(iii) Direction, financial control and administrative responsibility are 
completely centralized at the Provincial Government level, hospital 
boards merely playing the part of subordinate branch managers. 


(iv) Hospital boards are subject neither to local governments nor to 
the ratepayers. 


(v) The location of hospitals is governed by medical and administra- 
tive considerations only and is influenced neither by municipal 
boundaries nor by considerations of public sentiment and con- 
venience. 


(vi) Hospitals are very properly required to admit patients without 
regard to residential qualifications. 


The hospital service, is in fact, as well as name, entirely a federal- 
provincial service and there is no justification, either in logic or in equity, 
why the full cost should not be met by the Provincial Government. If 
the existing revenue supplemented by federal aid is insufficient to sup- 
port the service, then the revenue should be increased not by placing an 
additional burden on property owners but by means that ensure that all 
taxpayers share the load. To surcharge the property owner as a means 
of providing provincial revenue is to reduce policy and principle to the 
level of exploitation, and the fact that this is so regarded by property 
owners is the reason why no tax levy at the local level causes greater 
resentment and resistance than that made to finance hospital construction. 


13. Arterial Highways. 


From the point of view of provincial-municipal relations the finan- 
cing of provincial arterial highways has many of the inequitable features 
noted in connected with hospital financing. In particular: 


(1) Special taxes are levied on all road users, including local govern- 
ments, to defray at least a part of the cost. 


(11) Highways are constructed primarily to develop a Province. They 
would largely fail in their purpose but for the complimentary 
system of roads and streets provided by local governments and 
available to all vehicles without special taxation. 


(111) In certain cases the Province receives large federal grants towards 
the cost of construction. 


(iv) They are entirely under provincial control. 
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(v) Their effect on local property values is uncertain, variable and in 
many cases harmful. 


There are in fact no grounds for imposing on local governments and 
through them on property owners any part of the cost of the provincial 
main trunk highway development programme over and above what they 
contribute, like every other vehicle user, in vehicle and gasoline taxes. 
That local contributions to provincial highways are only required from 
a particular class and size of municipality makes the policy irration® 
and discriminatory as well as unjust. 


14. Inter-governmental taxation. 


The Provincial Government invokes the prerogative of the Crown 
to escape local taxation, but subjects local governments to provincial 
taxation of consumption. 


In theory it is undesirable that any level of Government should tax 
another but in practice the administrative difficulties in the way of 
granting exemptions from consumer taxes have led senior governments 
to persist in subjecting municipal governments to this form of taxation. 


Such being the case it is not unreasonable for local governments 
to expect senior governments to bear their fair share of the cost of 
local services from which they benefit. 


The justice of this has recently been recognized by the Federal 
Government to some extent but not yet by the Provincial Government 
which continues to expect free services at the local level. 


In equity the Provincial Government should recognize its obligatiof 
and make grants to municipalities equivalent to the taxes and fee 
imposed by municipal by-laws. 


15. The validity or otherwise of three arguments. 


Three arguments are invariably used at the provincial level to justify 
the placing of a part, and frequently a very considerable part, of the 
financial burden of provincial services on the shoulders of municipal 
governments. Each of these arguments can be briefly summarized. 


The first is that the property tax can be shifted by the property 
owner either in the form of increased prices or higher rents so that it is 
not a tax borne by property owners alone but by all municipal residents. 


The validity of this contention rests solely.on the assumption that 
the property tax can be shifted. Rental values like property and com- 
modity values are subject in the last resort to supply and demand. At 
times when the demand for property and for houses to rent is high in 
relation to availability it is undoubtedly true that the property tax can 
be shifted but as soon as supply exceeds demand the possibility of the 
property owner being able to shift the tax disappears. 
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Moreover, if past experience is any guide, at times of extreme 
scarcity the property owner is prevented, by restrictive legislation, from 
exploiting his opportunities. Again in the case of long-term leases the 
property owner may be obliged to assume heavy ‘additional maintenance 
costs as the result of a general but unforseeable rise in prices which may 
on balance offset any shifting of tax. Lastly even when the tax is shifted 
the obvious implication is that someone escapes it. 


The argument that the property owner can shift the property tax 
in such a way that it is borne by all municipal residents is in fact only 
valid at particular times and under particular circumstances and is no 
basis for a long-term adjustment of provincial-municipal financial 
relations. 


The second argument is that anything that contributes to the devel- 
opment of a community benefits the property owner; that people are 
attracted to a community by good schools and hospitals; that these, 
therefore, contribute to the development of the community and hence 
to the wealth of the property owner, so that it is only reasonable that 
the property owner should contribute to the capital cost of their provision. 


Again the argument is only partly true. No one disputes that, as a 
group, the property owners are the greatest beneficiaries from the devel- 
opment of their community; but to argue that schools and hospitals 
contribute to this development by attracting settlers is to confuse cause 
and effect. 


People are drawn to a community by the opportunities it offers for 
making a living. Their concern is availability of employment, salary and 
wage scales, the local cost of living and the economic conditions pre- 
vailing locally. Hospitals and schools are taken for granted because they 
are provincial not municipal services and are presumed to conform to 
provincial standards. The cause of their coming is, therefore, economic; 
the result of their coming is a shortage of hospital and school accommo- 
dation which has to be made good by capital expansion. 


This would not be the case if these facilities, as the argument sug- 
gests, were provided to attract for they would have been provided in 
advance. Indeed the communities that have school and hospital accom- 
modation in excess of their needs are not those that are growing but 
those that are shrinking — a point that well illustrates how uneven local 
contributions to the capital costs of general services can be. 


It is therefore riding the facts too hard to contend that the property 
owner derives any special benefit from the construction of schools and 
hospitals such as would justify surcharging him on this basis with a part 
of their cost. 


On the other hand, since the property owner does admittedly benefit 
very directly in the form of appreciating property values from growth, 
it is not illogical to expect him to bear the cost of local services since 
these, directly or indirectly, all benefit property, though all municipal 
residents and not only property owners enjoy them. 


13 


1 ion 
‘v io 
c 


rt stl at wolbemaeieqae weaols & ei ti areqoiq : 
tase! 48 ow! aut tuft abusive ot atemnaing te toot 7 


E orf} Yo ztoyaqxed ai? 2 # telly af tnseungth frist sit pr 
oe bacval 2: a3 alt vaedtorbw soisq odd yeq yleiarniiiy yer, 


soarvoeta ad! to 


13 C i ot ral ieorisir gis oft Io tnerisy 2 ylstom 2 at!T 


4 i solic stare ti ti Naibils ry 39%a979 O28 2arl bas Gotha x 


tei? soiiesggue Yas Of Irensv 
ors 0 fOr tTOgory » IESTY 


" 
qhot Bow eniviee Istoniven to teon 


9 dod “ei drdit sani seit 2 ypslisi irae 
ms Inqistttnen gecl! fost stlt e910 
Board likey a eronwo ods — er oqagicet | 
ie seul? esxat isisnivorg bas evsbo? + 


ay orl? tect sidgnceno iis jon si0isTei 


2 apivee lsinniveg. to? ysq of | 


. 
P teks | £245 


yh } Lsizege gift mozi teased lemeqe smoze syereb bivoria tmawo 


f 
FF 

| r +4 - 
OTSIM Dre VY TOLSrnt 


( 5 


wvow iztonrvor si to 


scart 60: : SS eae 
rash: “ny (MOR Fes. 


3 
as 
i Ti Sava pane yeslairn 
rd i 
» OTR Wise 5 : y 
i+. . j 
bhe f +e al ed 
ge i " ow 
: qi] jr (53 354 és 


f etuemzesscA tt oottnsilesc3 A! , 
vill? eimemerseca stints OF ior wees) stil w® T% 
4 — « ~ 7 - os we . 4 -~ 
mer ed nso amoiteic: latcsnht leqimtwe-Istonivo wri ve ‘9 

a io | febr oTad rad Pet) Zitat? & ek ‘T mae | rrr f, rromune £ 

_ 4 P znd abd / a TS z > A 7tS 7 3: ‘. 3 205 

cA 

Ee 
{ 
e \ 
Ly} 
, 
Pitas 
» 
4 é a7 
7 r 7 : ie val _ 
- M ad : 
i q -_ 
PR mee ae 

. : ee 
‘ a > Se = Ly ee" _ v s 


Therefore, while no mathematical evaluation can be made either of 
the benefits property owners derive from provincial services to people 
or of the benefits non-property owners derive from local services to 
property, it is a closer approximation to the truth, than either of these 
stock arguments, to conciude that the two at least cancel each other out. 


The third argument is that it is the taxpayers of the Province who 
ultimately pay the price whether the tax is levied by the rami 
or the Province. 


This is merely a variant of the argument that the property tax can 
be shifted and has no greater validity. If it were otherwise the resistance 
of the Provincial Government to any suggestion that it should bear a 
greater proportion of the cost of provincial services would be pointless. 


Apart from the inherent fallacy the argument is both evasive and 
misleading because it ignores the fact that municipal taxes are levied 
on a particular group of taxpayers — the owners of real property — 
and are in addition to the federal and provincial taxes these pay like 
all other taxpayers. It is therefore, not unreasonable that the property 
owner should derive some special benefit from this special surcharge. 
When the surcharge is used to pay for provincial services it becomes 
discriminatory and therefore unjust. 


16. Equalization of Assessments. 


Because of the measures taken to equalize assessments throughout 
the Province, provincial-municipal financial relations can be related to 
a common denominator. Thus a means has been provided of allocating 
costs, where these are shared on a fair and reasonable basis. 
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PART III. 


CONCLUSIONS 


17. The conclusions to be drawn from the above examination of 
the factors involved are: . 


(a) The financial contributions towards provincial services re- 
quired of municipalities by the Provincial Government are seriously 
prejudicing the ability of local governments to finance their own local 
services. Moreover they constitute an indirect invasion of the local 
government tax field by the senior government. 


(b) The provincial services in the cost of which municipalities 
share are general services primarily designed to benefit the people as a 
whole ; the local services for which municipalities are entirely responsible 
are normally restricted to municipal boundaries and are services primarily 
of benefit to property. 


(c) The revenue resources of the Provincial and Federal Govern- 
ments being related to either income or consumption are peculiarly 
adapted to distributing taxation among the people as a whole according 
to ability to pay and respond quickly to economic conditions. The revenue 
resources at the disposal of local governments are concerned neither 
directly with ability to pay nor with municipal residents as a whole but 
they are well adapted to financing services that benefit property. Being 
relatively stable, however, they are subjected to severe strain at times 
of rapid growth. 


(d) Inthe interest of economy administrative responsibility should 
not be divorced from financial responsibility but where costs are shared 
the contribution of each party should be a reflection but no more than 
a reflection of their respective administrative responsibilities. 


(e) The taxation of one government by another is undesirable but 
where it is administratively impractical to exempt the junior from the 
taxes of the senior then in equity the senior should not invoke its pre- 
rogatives to escape the taxation of the junior especially when in fact all 
that is involved is payment for services received. 


(f) The arguments that all municipal residents share the burden 
of local taxation; that property owners derive special benefits from 
capital expenditure on general services to people; and that there is 
ultimately no difference in the incidence of provincial and municipal 
taxes are all fallacious. The first is at best only partly true part of the 
time, the second confuses cause and effect and the third ignores the 
elementary fact that the property tax is a surcharge on a particular class 
of taxpayer over and above all federal and provincial taxes he pays like 
everyone else. Moreover, such advantages as do accrue to property 
from services to people are at least balanced by the benefits the people 
as a whole derive from services to property. 
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PART IV. 
THE SOLUTION 


18. These six conclusions remove a serious misconception th: 
for too long has obscured the fundamentals of the problem of provincia 
municipal financial relations and provide the key to a rational solutio 


The misconception has arisen from the misuse of the term “municip: 
aid.” This term is invariably used by the Provincial Government { 
describe not only the direct aid it furnishes municipalities — which - 
true municipal aid — but also, and wrongly, the share of the cost ¢ 
provincial and federal-provincial services it itself pays whenever a pa: 
of the cost of these services is imposed on municipalities by provinci: 
Statute. | 


19. Whatever it may do financially a provincial statute cannc 
convert what is manifestly a provincial or a federal-provincial servic 
into a local government service; but, unfortunately, this double an 
contradictory use of the same term has been allowed to pass unchallenge 
for so long that both meanings have been accepted as the literal trutl 
As a result municipal governments have been placed in the entirel 
false position of appearing to seek financial assistance from the Provinci: 
Government in a variety of different ways when in fact all they hav 
been and are seeking is relief from the obligation of contributing t 
general provincial and federal-provincial services so that they may t 
in a position to bear the cost of their own local services. 


20. The term “municipal aid” is in fact only appropriate to th 
direct aid furnished municipalities by the senior government. Contribu 
tions from municipal revenues to the cost of provincial and federal 
provincial services are not municipal aid but “provincial aid.” A clea 
recognition of this distinction is an essential preliminary to any rationz 
attack on the problem of provincial-municipal financial relations and a 
once suggests the basis of an equitable solution. 


21. THIS BASIS, IN ITS BROAD AND ELEMENTARY 
FORM, IS THE PRINCIPLE THAT EACH LEVEL OF GOV 
ERNMENT SHOULD BEAR THE COST OF ITS OW} 
SERVICES WITHOUT THE ASSISTANCE OF THE OTHER 


22. Over a wide range of services this fundamental principle i 
already accepted and applied ‘without question and it follows directl: 
from it that each level of government should contribute to the direc 
services it receives from the others. 


There are, however, cases where this basic principle requires modi 
fication by one further principle. This is that the sharing of financia 
responsibility is justified: 


(a) Where administrative responsibility is necessarily shared but onh 
in like proportion 
or 
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(b) Where a local service to property is of general benefit to people 
beyond a local government boundary when costs should be shared 
in proportion to the advantages accruing respectively to people 
and to property. © 
23. These two principles, the basic and the modifying, taken 

together constitute the solution of the problem set out at the beginning 

namely : 

“In what way and to what extent should local governments be 
expected to share in the cost of provincial and federal- 
provincial services ; and in what way and to what extent should 
the Provincial Government be expected to share in the cost 
of local government services.” 


24. They also provide a test by which the merits of any provincial- 
municipal financial issue may be fairly assessed. 
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PART V. 
RECOMMENDATIONS 


25. The application of these principles to the various services 
collectively comprising the problem of provincial-municipal financial 
relations results in the following recommendations : 


(a) Social Welfare Services. 


These are federal-provincial services over which local governments 
have no financial control. Local responsibility is restricted to investiga- 
tion and the minor details of administration and except in the larger 
municipalities this task 1s performed on behalf of local governments by 
the Provincial Government in return for a local per capita payment 
to cover this cost. 


Apart from local per capita administrative costs the services are 
at present financed approximately 50% by the Federal, 45% by the 
Provincial and 5% by local Governments. In other words the Provincial 
share of the overall cost is split on a 90/10 basis with municipalities. 


These services do not confer any special benefit on property while 
the degree of local administrative responsibility is fully balanced finan- 
cially by municipalities assuming the cost of such staff as may be supplied 
by the Provincial Government for local purposes. 


RECOMMENDATION. 


That these services be paid for entirely by the Federal and Provin- 
cial Governments except for the cost of any local administrative staff 
supplied by the Provincial Government which should continue to be a 
charge against local government revenue on a per capita basis as at 
present. 


(b) Education, 


Education is clearly a service of paramount importance to people— 
to every person in the country—but it is not a service that confers any 
special benefit on the property owner as such. It is certainly not a 
service that can be paid for on the basis of benefits received and it is 
certainly not a service that can be subjected to the restrictions of local 
government boundaries or to the vagaries of local ideas. On these grounds 
it is quite definitely a provincial service to be financed by the Provincial 
Government out of taxes based on ability to pay. This is accepted insofar 
as higher education is concerned; but in the case of elementary and 
secondary education administrative convenience, no less than public 
sentiment, calls for a measure of local control and the modifying prin- 
ciple requires that there should be a measure of local financial respon- 
sibility commensurate, but no more than commensurate, with the amount 
of local control permitted. 
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In practice the amount of local control School Boards are permitted 
to exercise over operating costs is so small as to be negligible. In the 
case of capital expenditure to be met by borrowing, on the other hand, 
the local taxpayers do exercise a degree of control because of their right 
to veto the enabling money-by-laws, though the Provincial Government 
retains the right to determine the size, type of construction and in the 
last resort the site of the buildings to be constructed. 


RECOMMENDATION. 


That the Provincial Government pay the entire cost of operating 
elementary and secondary schools and that capital expenditure entailing 
borrowing be shared 50/50 by the Provincial aid local authorities. : 


(c) Hospital Service 


This is a federal-provincial service with the Provincial share being 
financed by special taxation to which local governments are themselves 
subject. 


So far as municipalities are concerned there is complete central- 
ization at the Provincial level of direction, control and administration. 


RECOMMENDATION. 


That the entire capital cost of hospitals be met from Provincial 
revenue. 2 


(d) Highways. 


City municipalities having a population of 15,000 or more are 
required to contribute to the cost of provincial arterial highways within 
their boundaries. 


Municipahties and municipal residents contribute largely to these 
highways through special provincial taxes and municipal taxpayers in 
addition contribute materially to the effectiveness of the provincial high- 
way system by providing, at their cost, access roads and streets. The 
larger the municipality the more it provides not only in provincial taxes 
but also in access roads and streets. Consequently, though provincial 
highways benefit municipalities, there is no justification for compelling 
local governments to contribute directly to them. In providing the access 
roads and streets they have fully compensated for any advantages they 
derive from the main trunk system. Still less is there any justification 
for making these contributions discriminatory. 


1. At the present time the Provincial Government pays approximately 50% of the net 
operating costs of schools over the Province as a whole and shares Lanrared capital 
costs with local authorities on a sliding scale which starts on a 50/50 basis and can 
rise, in a few cases, to a 90/10 basis. 


2. At the present time hospital construction, and the servicing of capital debt charges, is 
made the responsibility of municipalities. The federal government makes a grant toward 
construction of $2000 per bed and the provincial government contributes 50% of the 
cost of approved and accepted construction. 
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Moreover certain municipal roads are of more than local significance 
and as such carry a heavy volume of extra municipal traffic that con- 
tributes nothing to their upkeep. Such roads should be maintained on / 
a cost-sharing basis as secondary roads. 


RECOMMENDATION. 


That the Provincial Government bear the entire cost of provincial 
highways forming part of the main trunk system and adopt a less restric- 
tive policy towards the classification of municipal roads as secondary 
highways. ° 


(e) Local Services. 


These services are a recognized municipal responsibility and in all 
cases directly or indirectly benefit property. 


RECOMMENDATION. 


That the entire cost of these services be met from local revenue 
without recourse to grants-in-aid. + That, subject to the exemption of 
schools and hospitals from general taxation the Provincial Government 
contribute to this revenue, like other property owners, by making grants 
equal to the general taxes and fees to which they would otherwise be 
liable. 


(f{) Local Government Borrowing. 


In order to provide local services such as water and sewer systems 
municipalities are obliged to borrow to meet the capital cost and are 
often discouraged or even prevented from undertaking such works by 
high interest rates. 


This has led to many demands for a policy that will make municipal 
loans more attractive to the investor. 


These demands fall into four main categories: 


(1) those for low interest loans. 
(ii) those for loans with interest exempt from income tax. 


(111) those for the setting up of some type of a co- dys seit finance 
organization. 


(iv) those for guaranteed loans. 


(1) Low interest loans. 


The intent is that the senior governments should lend money to 
municipalities at a lower rate of interest than that at which they them- 
selves borrow. The difference between the two rates is obviously a direct 


At the present time the provincial government bears the cost of construction and main- 
tenance of ‘arterial highways’ within municipal limits except in cities having a 
population in excess of 15,000. [t shares in the cost of designated ‘primary’ and 
‘secondary’ highways within the same limitation. 


2 


4. In 1957 the local government grant amounted to just over $11 million. 
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subsidy to the borrower. In the aggregate these subsidies would be 
variable and unpredictable, as well as uncontrollable as to total, and at 
the same time would be a direct incentive to municipalities to seek relief 
through borrowing rather than through prudent administration. Apart 
from these objections subsidized borrowing is contrary to the principle 
that local governments should meet the entire cost of their own local 
services. 


(ii) Loans with interest free of income tax. 


Because this expedient to make municipal loans attractive is common 
in the United States does not alter the fact that it is thoroughly bad 
practice that any particular class of investor should be afforded oppor- 
tunities for escaping taxation. 


The fact that in Canada investors in common and preference shares 
get a rebate in income tax has nothing in common because these investors 
have already paid income tax on the entire profits of the corporations 
whose shares they own before these are distributed and-are taxed again 
as individuals on the distributed profits. The rebate is therefore simply 
a partial relief from double taxation. 


Like low interest loans, loans with interest free of income tax are 
indirectly subsidized loans and on this account alone are contrary to the 
policy that local governments should meet the cost of their local services. 


A variant of the loan with interest free of income tax is that pro- 
posed by the Provincial Government at the last F ederal-Provincial 
Conference namely that the Federal Government should lend muni- 
cipalities money at 2%, the thought behind the proposal apparently being 
that the difference between this rate and the rate the Federal Government 
would have to pay — in fact the subsidy — would be covered by the 
income tax the Federal Government would collect from the lender on 
the interest paid. This seems to ignore the fact that, however disguised, 
the Federal Government would be foregoing part of its income tax 
revenue. 


(iii) Co-operative Finance Organization. 


So far as municipalities are concerned the idea of co-operative - 
financing has the merit of being an attempt at self-help but the proposal 
is open to serious objections. | 


First, municipal borrowing would be subject to the approval of the 
organization—a serious sacrifice of local autonomy. 


Second, there would necessarily be a ceiling to the organizations bor- 
rowing capacity so that sooner or later rationing of municipal borrowing 
in one form or another would become inevitable. | 


Third, the security behind the organizations borrowing would be the 
pooled assessments of the member municipalities and outstanding deben- 
tures would be analogous to a first mortgage on these assessments. Con- 
sequently any member municipality seeking to borrow outside the organ- 
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ization could only offer a second mortgage on its assessed values and 
hence would be faced with high interest rates as a result of its reduced 
credit rating. | 


Centralized financing in the case of municipalities grouped for a 
specific purpose on a basis of common interest as in a metropolitan area 
offers many advantages, but when the common purpose is absent, as it 
would be over the Province as a whole, municipalities would have little 
to gain and possibly much to lose. 


For these reasons co-operative financing has many practical dis- 
advantages especially in a rapidly growing country. 


(iv) Guaranteed Loans. 


Guaranteed loans provide a means whereby the senior governments, 
at no cost to themselves, can assist local governments financially to an 
important degree and from this point of view a federal guarantee is of 
greater benefit than a provincial guarantee. 


On the other hand unless the volume of such borrowing is strictly 
controlled it could increase to such proportions as to affect the credit 
rating of the senior governments. 


From the municipal point of view guaranteed loans would confer 
on all municipal governments the same credit rating — that of the 
guarantor — so that all the various factors that go to make a high credit 
rating would cease to have a significance and one of the most important 
incentives to good management would be removed. 


For this reason also strict control is desirable. 


RECOMMENDATION. 


That assisted borrowing should be restricted to guaranteed loans, 
that the guarantee should be federal rather than provincial and that 
such loans should be limited to the provision of capital for local self- 
liquidating projects or to projects the cost of which is shareable between 
two or more levels of Government. > 


26. The combined effect of these recommendations will be to 
relieve each level of government ‘from the obligation of helping the other 
by placing financial responsibility where it properly belongs namely, at 
the provincial level for provincial services, at the local level for local 
services. This will not only remove the chief complaint of municipalities 
regarding their financial relationship with the Provincial Government but 
will also do much to foster self reliance, economy and careful adminis- 


9. For some years the Provincial Government has guaranteed most debenture issues of 
villages. This has this year been extended to include a guarantee for all types of 
municipalities on debentures issued for the provision of capital for approved water and 
sewer projects. 
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tration at the local government level by removing the possibility of 
blaming the senior government for their financial difficulties which they 
have grounds for doing under present circumstances. 


27. This division of financial responsibility will make additional 
demands on provincial revenue but at the same time it should greatly 
strengthen the case of the Provincial Government for a larger return 
from the tax rental agreement, first because the cost of the provincial 
services in question can only be fairly met from taxes based on ability 
to pay and second because under the rental agreement all true ability 
taxes are collected in the first instance by the Federal Government. 
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SUMMARY 


28. In preparing this study the financial difficulties of munici- 
palities have been taken as an accepted fact. They have been clearly 
and concisely put in the brief submitted by the Premier of British 
Columbia at the last Federal-Provincial Conference in the following 
words : ‘ | 


“This level of government, which takes the first impact of ex- 
pansion, faces the most critical conditions of all levels of 
government today. Municipalities are faced with the most wide- 
spread demands for expenditure. Money for municipal pur- 
poses must be found if the standards of our communities are 
to be maintained. Inadequate revenues and current costs of 
borrowing have caused postponement of many essential local 
works. Such works should not be further postponed and cannot 
be if the country is to expand.” 


29. It is not, however, enough to recognize a disease, it is 
necessary to devise a cure and this the study has sought to do. 
To this end it has endeavoured to put the problem of provincial-municipal 
financial relations in the simplest possible terms; it has attempted to 
analyse objectively the various factors bearing on that problem, and it 
has tried to state the solution in the form of broad principles. Finally, 
it makes specific recommendations regarding the most important 
financial issues outstanding between the two levels of government. 


30. Clearly there were two possible lines of approach. The first 
was to accept municipal responsibilities as they now stand as being in 
the natural order of things and to estimate the additional financial 
resources municipalities would require to enable them to discharge these 
responsibilities adequately. That has been the traditional and conven- 
tional approach. It has been the line of approach that has led to the 
situation now facing local governments — a line of approach that has 
led to the absurdity of the senior government conscripting a large part 
of municipal revenue for provincial purposes and then handing back a 
part of it disguised as grants-in-aid; a line of approach that has given 
local governments the appearance of importunate mendicants begging 
for handouts when in truth all they were seeking was some relief from 
the heavy imposition of supporting provincial and federal-provincial 
services ; a line of approach that substituted expediency for policy; a line 
of approach that failed because it hegan nowhere and ended nowhere. 


31. The second line of approach is that taken by this study — 
a line of approach that starts with a definite problem and ends with 
a readjustment of municipal responsibilities to accord with what are 
truly local functions and with the local financial resources available; 
a line of approach that will enable local governments to stand firmly 
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on their own feet without support; and a line of approach that will 
place control over local revenue and expenditure where it properly 
belongs, in the hands of Councils and of the local tax payers who 
pay the bills. 


32. The Union of B. C. Municipalities believes that the study 
has followed its selected course without deviation; it believes the 
solution proposed to be simple, logical, realistic and fair, and to be 
of such broad and general application as to provide a basis of pro- 
vincial-municipal financial relations not necessarily confined to British 
Columbia. Acceptance of the proposals means the end of grants-in- 
aid as it also means the end of municipal contributions to other than 
local services except in accord with rational principles. It dces not 
necessarily mean lower taxation but it does mean, that local taxation 
can be devoted to the provisions of those local services the community 
needs and must have if it is to play its allotted part in the develop- 
ment and well being of this country. 


33. It is not suggested that the solution can be implemented in 
full immediately. Time may be necessary to convince public opinion 
and through public opinion the senior government of its essential 
justice and reasonableness. But the U. B. C. M. does suggest that the 
solution provides a definite goal to be attained, a consistent policy 
to be pursued, and a means of assessing the merits of provincial- 
municipal financial issues as they arise. 
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ANGUS, STONEHOUSE & CO. LTD. 
TORONTO, ONTARIO ; re i 


1719 London Street, 
New Westminster B.C. 


January 14, 1963. 


Minister of Finance and Receiver-General, 
Ottawa, Ontario. 
Dear Sir: 

Attached herewith is a brief on personal 
income tax inequalities dealing in particular 
with personal income tax exemptbns for members 
of religious orders. We are aware that the 
Royal Commission on Income Tax is at present 
conducting an extensive examination of the 
entire income tax structure and in due course 
representations will be presented to this 
Commission relative to the said income tax 
preference. 

However, when consideration is given to 
the amount of public funds involved, to the 
conspicuous injustice of this preference and to 
the urgency of the situation resulting from it, 
we believe it will be recognized by you and by 
other Members of the House of Commons, that action 
on this matter is long overdue. 

We wovld call your attention also the fact 
that there are thousands of other persons engaged 
in religious, charitable and community cies avy 
of whom must pay the income tax. The salaries of 
these people are paid, not from public funds, but 


from funds raised by voluntary contributions. A 


large number of members of religious orders, on 
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the other hand, receive salaries paid out of 
public funds and yet are entirely exempt from the 
payment of any income tax. 

We believe that you and your colleagues 
will recognize the injustice of the said income 
tax preferences, and we respectfully request, 
therefore, that careful consideration be given to 
the contents of the attached brief and that action 
be taken during the present session of the House 
to implement the request made therein. 

Respectfully yours, 
Rev; Calwin H.. Chanbers, -B.k.. Bawa, 
First Presbyterian Church, 
New Westminster, B.C. 
Rev. H. J. Hadley, B.A.; GB. De; 
Olivet Baptist Church, 
New Westminster, B.C. 
nem Canon Leslie T. H. Pearson, B.A., 
Lie tthe g Salts 


Rector Holy Trinity Cathedral (Anglican), 
New Westminster, B.C. 


A. Miles Nottingham, B.A., 
Barrister and Solicitor, 
New Westminster, B.C. 


V. E. Nordlund, B.A. B.Ed., 
Retired School Principal. 


Reply Gos 


V. E. Nordlund, 
1719 London Street, 
New Westminster, B.C. 
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PERSONAL INCOME TAX INEQUALITIES 


Incredible as it may seem, it is an 
absolute fact that a great many Canadians 
receiving taxable incomes are exempt from or 
evade the payment of all or part of their share 
of the income tax. In the personal income tax 
area, the greatest discrepancy is that of excessive 
deduction claims: that is, the practice of present- 
ing receipts which are in excess of the actual 
donations made. On several occasions this problem 
has been brought to the attention of the House of 
Commons and the Hon. George C. Nowlan is to be 
commended for the positive action taken in dealing 
with same. It can be assumed that the Royal 
Commission, which is conducting a survey of all 
areas of the federal income tax, will give careful 
scrutiny to this discreditable practice w hich has 
reacned alarming proportions. 

Another major inequality in the personal 
income tax area is that of income tax exemptions 
for members of religious orders. In 1949 
Parliament passed legislation which provides 
complete income tax exemption for members of 
religious orders who have taken the vow of perpetual 
poverty. (Section 27 (2) of the Income Tax Act) 
There are increasingly large numbers of these 
people receiving taxable income and employed in 


professions and occupations such as: 
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1. Teachers in public schools and in 


separate schools supported by public 
taxation, 

2. Priests lecturing in provincial and in 
denominational ieee ee 

3. Nurses and others employed in hospitals 
and similar institutions, civil servants, 
etc. 

With other persons employed in these 
Se and occupations the income tax is 
deducted at the source; i.e. from their cheques. 
Members of religious orders doing the same work, 
pele eae ea the benefits of prevailing salary schedules 
and paid from the same sources, are entirely exempt 
from the payment of any income tax. A very large 
proportion of these people have their salaries 
paid out of public funds. The annual loss in 
revenue to the Federal Government resulting from 
these tax exemptions runs into some twelve millions 
of dollars or more and is, in effect, a subsidy | 
paid to these religious orders at the expense of 
Canadian taxpayers. The obvious solution to this 
unjust situation is the deletion of Section 27 (2) 
from the Income Tax Act. Only by so doing can 
this discrimination be eliminated. 

The fundamental principle of the income 
tax is that it is a tax on incomes received, and 
without reference to what people do with their 
income. There are certain standard exemptions 


applicable to all taxpayers; but, apart from 
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these exemptions, what a person does with his 
income is not the concern of the aS 
Moreover, in gratitude for the service rendered 
by the Government of Canada in preserving our 
freedoms, including freedom of religion, should 
not religious groups of all creeds, as good 
citizens, take their place among those Canadians 
who willingly accept the responsibility and 
privilege of sharing in the tax support of the 
government of their country? 

A drastic result of income tax preferences 
enjoyed by the Roman Catholic Church is reflected 
in the decline of Protestant-supported universities 
and the rapid expansion of Roman-Catholic-controlled 
universities. Records show that Protestants 
established eight universities in Canada before 
the Roman Catholic Church founded its first 
university. Since the First World War there 
has been a sharp reversal of this situation, and 
now the Roman Cathclic Church controls nearly half 
the universities of Canada, together with some 
eighty colleges giving course leading to a B.A. 
dezree. Only one Roman Catholic university has 
been closed and none has been handed over to 
provincial control, as have most of the Protestant 
universities. There now remain only four Protestant- 
controlled universities together with three 
colleges giving courses leading to a B.A. degree. 

While rising costs have forced the handing 


over of many Protestant universities to provincial 
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control, the great income tax preference enjoyed 
by the Roman Catholic Church has had much to do 
with the rapid expansion of its universities. 
Soeaking recently at the formal opening of a 
Roman Catholic College in the Lower Mainland of 
British Columbia, the main speaker, a prominent 
prelate, made the significant observation to the 
effect that the growth of Roman Catholic education 
in Canada during the past twenty years has been 
phenomenal?! 

These income tax preferences constitute 
a disturbing departure from the principle of 
separation of church and state, a policy to which 
the Government of Canada was committed by the 
Disestablishment Act of 1851. This act completed 
the separation of church and state in Canada and 
granted comolete equality of religion to all 
Canadians, without "discrimination or preference”. 
Now, a hundred years later, widespread inequalities 
again have penetrated the religious life of our 
nation, not the least of which is that of income 
tax preference. 


Ee. 4 


1a} 


respectfully requested, therefore, 
that the House of Commons take immediate action to delete 
the said discriminatory Section 27 (2) from the 


Federal Income Tax Act. 


¥. &. Nordland, B.Ac? BS. Bean. 
1719 London Street, 
New Westminster, B.C. 
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Representation Submitted by 
S. A, BENSH 


R.R.#3; 
Nanaimo, B.C. 


PRESENTED TO THE ROYAL COMMISSION ON TAXATION 


| 

The essence of tax collection is apparent, it 
is the basic source of supply for the maintenance of 
zovernment for regulatory services, defence, education, 
health and all allied government services. Therefcre, 
every cent collected in taxation creates new jobs, 
new earnings. By enlarging this concept, we see the 
creator of a multitude of jobs necessary to the welfare 
state and thus tax collection seems equitable, yet 
basically it is both controversial and destructive. 

Tax collection remains for ever reactionary 
by nature. In the long run, it can be most harmful, 
Since its retrogressive effect undermines the very 
existence of the taxpayer. 

Tax collection was most efficiently applied 
in the Roman Empire. The Romans imposed exhqbitant 
taxation on countries they conquered and applied it 
as a preventative measure to check power and keep 
countries in continual-slavery. At the same time, the 
impoverished countries derenerated into breeding grounds 
for slaves, so necessary for the mighty Roman Empire. 

In the past, tax collection was rather an in- 
human act. Yet, centuries ago, Germany modernized 
it and applied it on idle wealth. It was utilized 


successfully, and later accepted in other countries as well. 
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Throughout history, it has remained a curse 
upon every country wherein it was applied carelessly. 
The most significant example, the Roman Empire, attained 


its unlimited power through it, but also its own complete 


——. 


destruction. Taxation being a reactionary force sooner 

or later recoils upon itself to its ultimate destination, 
its starting point, thus causing irrevarable destruction 
when these controversial causes are not detected in time, 
It is regrettable its actual function is rather neglected 
usually. 

The miserable struggle went on for millineums 
with its ups and downs; yet the fact remained that 
taxation in many circumstances had been a curse, but 
after all there was no way to alleviate the unjust 
obligatory heavy burden as power machines did not exist. 

With the arrival of James Watt's great inventio 
of 1769, the greatest emancipation and change have 
occurred. The inauguration of his machines is the 
turning point in the progress of mankind, creating wealth, 
welfare, and a higher living standard. Unfortunately, 
since Watt, even eminent leaders have stated erroneously 
that taxation spreads wealth and paves the way for higher 
living standards, neglecting the fact that the power 
source behind the unlimited tax craze is the steam 
engine and similar machines. The real equalizer, however, 
was the gold standard, having worldwide facilities and 
centred in the Bank of England. 

Without power machines and a gold standard or 
as present even under a faulty monetary system, high 


taxation would create only misery and poverty. But its 
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most detrimental effect remains, that of creating shortage 


2 a shortage which is steadily growing and necessarily 


3 
4 
5 


6 


29 


30 


requires excessive time to maintain the so called gainful 
earning ability that enables production to be carried on 
a permanent basis. Furthermore, both direct and 
indirect taxation in many instances block the wealth and 
capital creating capacity of the monetary system. 

The mass creation of ‘gimmick! jobs hinders 


necessary development and imposes unnecessary development 


| 
| 
| 
for production. To alleviate mounting unemployment, 
more ‘'gimmick' jobs are created, instead of new goods. 
More new goods, not jobs, will be the answer. However, 
taxation in itself, has no corrective measure, so it 
upsets the balance between production and consumption. 

The induced shortage forces production to over- 
production, simultaneously reducing earning capacity, wher 
excessive taxation prohibits a prosperous workable system. 

Further aggravating the situation, the 
exponents of the monetary system, headed by the 
Goveror of the Central Bank, move to curtail the 
money supply. This places the unsound money value far 
above the value of goods, which in itself creates an 
artificial shortage in money supply, while the country 
is flooded with unsold goods. They thus overlook the 
fact that as taxation grows, more extensive the shortage 
created in the money supply will be larger, and the closer 
to reverting to printing press money. The application of 
restricted credit and high interest rates as a corrective 
.casure is beyond comorehension, High interest rate being 


an indirect tax with double incident, and by restricted 
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ANGUS. STONEHOUSE & CO. LTD. 
eredit, taxation will gain automatic elevation. 

The obscure concept that taxation could be ex- | 
panded to the same extent as machine production, auto- 
mation, expands, cannot be upheld. Tax dollars are never 
produced by machine - tax dollars are man's property only. 
Expanding taxation, if excessive, shifts automatically to 
the unfavourable side of wealth creation and so throws off 
the balance, instead of counteracting it. Im consequence, 
one segment of the economy overdevelops and prosperity 
becomes rugged. 

The present faulty system indicates that we are 
producing goods in abundance with less and less men, instead 
of with less and less man hours. With steadily mountinz 
taxes, we create customers by too many gimmicks, and they 
are out of proportion. To uphold the eight-hour daily 
occupation for everyone, with the aim to maintain buying 
power. The change developed gradually since Watt. Power 
machines gradually turned a deficient production to a 
sufficient one, and is now deteriorating since surplus 
production has been achieved. A striking example resulted 
during this advancement as money gradually transformed from 
coin to credit note and banknote. The introduction of the 
banknote was the turning point in money supply. The actua 
function of the banknote remained unclarified. Its issuing 
effect has been seldom utilized to the fullest extent. 

with surplus production, there is nofeasibie 
method of promotion progress evenly between the 
different countries with the aid of the gold standard. 
It has ceased to exist and Since. then, foreign traces 


are hampered and faced with unavoidable difficulties. 
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As taxation made it possible that domestic exploitation 
transformed itself to the exploitation of foreign lands. 
Excessive taxation developed with the end World 
War, During the war, even excessive taxation was 
applicable. Why? The immense goods supply by which 
awar is carried on reallocates occupation to the most 
efficient production. With supply facing unlimited 
demand made it possible that the proper velocity of 
the money is creating untold wealth beside excessive 
taxation. 
At present there is a world wide trend to 
create common markets. During the war, a free trade 
area existed for war materials. To copy it and elin- 
inate tariff does not solve the problem. Nevertheless, 
the undermining effects of tariffs are obvious, as 
it enlarges shortages in buying power, but tariffs 
are insignificant in themselves. To achieve equilibrium, 
greater things are necessary. The common market's aim 
is not only to eliminate the damage caused by tariffs 
but to prevent the entry of foreign products, to 
eliminate surpluses. As in such cases, as tha imported 
foreign product has the tendency to dislocate existing 
occupations. Therefore, the aim is to exclude countries 
witn surplus production, as it undermines prosperity. 
To eliminate surplus, as was the case during the war, 
and during the gold standard period. So far, it is 
not clear if they know "how to eliminate surplus 
production", inside their own territory, if they do 
not, the common market will not survive. No common 


market, or any system in use, can eliminate the difference 
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which exist between the geographical natural value and 

the sale value of goods. There will always be a 
agifference in price value between two points, thus 
advantages or disadvantages will occur, resulting in loss | 
of money. It will be noticed during | 
the overhaul period. Only the accomplished overhaul | 
will bear it out. 

It is not the aim of this brief, although it 
is within its scope, to call attention for the present 
world wide dilemma. Almost every government is faced 
with unsurmountable difficulties, economic troubles, 
communistic upheavals, mixed with anarchy, and a 
solution is nowhere in sight. It is most regrettable 
to witness the disintegration of the British Empire, 
the original place of the steam engine, and the 
developer of the gold standard. Both have been the 
most beneficial means for human progress. There are 
indications that the situation behind the iron curtain 
is no better either. The dictatorial power, and manipv- 
ulated and forceful planning, supress the aim for proper 
solution. 

Taxation, being a reactionary force and contro- 
versial in its effect, explains why it is so extremely 
difficult to encompass its actual function. However, 
it appears that taxation with all its faults and 
benefits, aims to maintain the eight-hour daily occupatio 
by all means available, for everyone. Yet there is no 
escaping taxation, and it must be reformed. Im that 
case, the eight-hour daily occupation will collapse 
as it is almost too late to start with such planning. 


The main benefit of taxation rests on the fact 
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that with controversial effects, it increases the 

velocity of the money, supplies extra buying power, 

whilst excessive taxation acts as confiscation, lowers 

the velocity of the money. Consequently, the necessary 

wealth and profit creating capacity of the money diminisheb . 

The above fact clearly indicates why a never-ending 

shortage developes in communistic states. Under state 

ownership, the velocity of the money remains below 

the necessary speed, to create enough wealth, even 

without excessive taxation, confiscation. The necessary 

velocity of the money, the elixir of prosperity, occurs 

as a gift only by widespread and extensive buying and 

selling of goods, and not by creating millions of new 

jobs. A glaring example of how fast an unbearable 

shortage developed is in Cuba. 
This obvious intensive buying and selling | 

mcdifies the velocity of the money and fluctuates in 

accordance with the trend. To maintain even velocity, 

the instalment buying makes the necessary adjustment. 

Actually, instalment buying acts as governor, regulator 

to maintain even velocity in money circulation. There- 

fore, to curb imbalanced taxation with austerity is 

the most absurd advice, In consequence of the reduced 

velocity, taxation will be even more reactionary and 


more imbalanced, Such an unfortunate experiment may 


unleash the communistic forces. 


Dealing with tax problems, it is evident that 


it cannot be divorced from the monetary system, Taxation 


and monetary system are an unhappy marriage, a union by 
itself. A Motive-force, with two opposing soles “ar 
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the reactionary force gains over hand, then the monetary 
system malfunctions, and is not carrying the necessary 
load. Machine production can flood the country with 
goods, yet money controls and regulates the access to it, 
taxation again interferes or controls the quantity and 
quality of the money. 

Such an immense concentrated and interlocking 
power should be managed with utmost responsibility, and 
with superior know-how. It is not the case. The Governor 
of the Central Bank and the Minister of Finance are usuall 
incompetent for the office, and are rather interfering 
with the most powerful machinery without knowing its 
actual function. Therefore, the dismissal of the previous 
Governor was unquestionably justified, but certainly 
it appears humiliating when his successor carries on 
the same impractical policy and is not dismissed. It 
remains an open challenge to the present Bank Governor 
and his responsibility and know-how. It may be an 
excuse for the elected Minister of Finance lacking in 
office experience, but not for the trained and experienced 
Governor. 

Canada is a leader in unemployment between the 
nations, so she must be leading in excessive taxation as 
well, In comparison to the soods it produces, with limite 
manpower but extensive machine power. To estimate the 
immense amount of taxes, it should not be overlooked 
that there are direct and indirect forms of taxation. To 
the indirect form of taxation belongs advertisement, all 
the forms of insurance except life, insurance commission 
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interest rate and charges. They are accepted as necessary 
unavoidable, profitable services, expenses, indirect. taxes}. 


With so much direct and indirect taxation, there remains 


no doubt that Canada leads in the field of excessive 


taxation. All of this cmtributes to employment earnings | 
and profit - they are rendering a great service to the 
whole economy, but now without aggravating the imbalance, 
causing an unfavorable balance of payment externally with 
expanding deficit financing status internally. Inviting 
foreign investment, extensive borrowing, unfavourable 
trade balance. The terrific inflow is caused by the 
imbalanced internal system. Therefore the inflow of 
foreign capital is not used only for the purpose to open 
up new resources. By the way; Canada is not short in 
opened up resources. The charge that the people in Canada 
do over spend is a baseless conjecture. Canada needs 
the money for upkeep and maintenance to make up for the 
shortage which has been created »y excessive taxation, 
direct and indirect, and aggravated by a malfunctioning 
monetary system. 

Taxation dollars create employment. There- 
fore an investigation of this creativity seems in 
order, especially when it is adverse and creates only 
harm, in other words, unemployment besides curtailed 
earning power. The effects of taxation can be clearly 
illustrated in all three taxation forms: 
1. Succession Duties - In addition to the heavy burden 
that this form of taxation imposes fran the outset, 
it also instantly destroys this accumulated wealth the 


very moment that it is taken away. Thus a lifetime of 
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gathered wealth disappears simply by its transfer and 
points out the omnipotent force of taxation. Many are 
guilty of this - Labour leaders crying for excessive 
and heavy taxation and the wealthy; ministers and law- 


makers marching in step with these demands and subse- 


quently enact legislation, unwittingly destroying this 
accumulated wealth by taxatim and not realizing that 
taxation is not a counter balancing remedy to restore 

the destroyed wealth. It is easy to make wealth disappear 
by careless or forceful reaction and then to demand that 
the heavily taxed would-be investor would now invest 

in home enterprises when he has already been denuded 

of his original savings. 


Even worse than this, we must bear in mind 


that investment capital creation is forestalled by the 
present monetary policy which negates against any measure 
for capital accumulation. 

2. Civil Servant Taxation - This is an unwarranted 
extravagance and waste, wherein legions of civil servants 
are taxed on salaries which, is the first place, were 
collected taxes. This in effect is double taxation 

or increased waste to wealth. There are many contro- 
versial aspects. The Civil Service has excessive personne 
with depressed wages. Such action may be temporarily 
justifiable, but permanently economically harmful. Both 
postal services and personal taxation direct to the 
individual is rather lllegal.. Postal service ie realty 
self-sufficient through its monopoly and should 

receive extraterritorial rights. These may appear 


to be a play on words, Dub mevertheléss’) it eleariy 
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illustrates the ecmomic strain burdening society. fran 
rampant beaurocracy. Instead of utilizing the tax dollar 
to its maximum benefit, we find the tax dollar producing 
precious little. Fven so, such a negative procedure 
could be tolerated in view of this machine age production | 
which overwhelms the country in its productive capacity. 
But, unfortunately, this cannot happen under our present 
restrictive monetary system seeking a balance. 
3. Taxing Taxes - It could be argued that the first 
two methods, in spite of their disadvantages, nonetheless 
create new employment. Actually, the tax on taxes 
is such a destructive force that in its cycle it causes 
endless dislocation of employment as well as loss of 
employment. Financially, it weakens and undermines 
enterprises and finally it reaches down to the taxpayer 
and threatens his existence. 

It has the dual effect of depressing prices 
and at the same time increasing prices - the latter 
effect coming from the desire of the producer who tires 
to meet the new challenge by greater output to overcome 
the additional expenses. This process upsets price 
structures and an upward trend is inevitable. The proces 
also adversely affects the money market, since it creates 
a shortage and at the same time devaluates as well. The 
financiers, sensitive to this fluctuation applies 
higher interest rates as a counter measure, which, 
obviously, is adding fuel to the fire..,.The imbalance 
steadily aggravates the situation wherein the original 
producers suffer and have the greatest amount in earning 


power, removed from them, regardless of their increased out- 
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put, which is already in excess of consumer demand. 
Thus fixed prices or a floor to prices is 
necessary now that a competitive trading situation cannot 


find its natural price levels with the additional tax 


burdens adversely effecting its flow. 

Now let us look at the indirect taxes involved 
uriders point: 3)/) ° Thesérares 
(a) Insurance taxation 
(b) Advertising taxation 
(c) All freight transportation and costs 
(d) All items related to finance, banking, expecially 

interest rates. 

The indirect taxes involve two groups - one 
essential but the other is not unavoidable and necessary. 
In this latter group, we have (a) and (b) above. These 
could expand through tax concessions and this would be 
improper. Moreover, taxation being reactionary, is 
certainly no corrective measure. Tax concession can 
only be rectified through monetary adjustment, 

But other confusing facts remain. For example, 
taxes, both direct and indirect, are invested in govern- 
ment bonds on a permanent basis. When shortages occur 
eredit loans are obtained for bond investment, for 
construction projects and for repayment of accrued debts. 

Actually it means the suicide with tax dollars; 
naturally it is advantageous as long as the building 
construction lasts, as it supplies additional employment 
and earnings, but as soon as the building is completed, 
there it stands as-a monument of real accumulated wealth. 


If repayment is attempted, it means that taxes are collected 
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1| in advance without a notifiable tax basis. This proves 
2| clearly to what extent goods have to be exported to 
3] make up for the creeping and crippling loss, without 


4 “improving the home economy. The cause of this adverse 


Se , 


5] austerity has been created by our elected representatives & 
6| who do not realize the consequences. To remedy the existing 
7|| austerity with its heavy toll by even more intensive internal 
8] austerity, only makes the situation worse. High interest 
9| rates overload the money supply. Taxation reacts 
10] accordingly and creates friction, reducing economi.c 
11| growth. Diminishing purchasing power causes inflatio 
12] even if prices are stationary. It is a problem of 
13|| utmost importance since it means degrading Canada to the 
14] role of a satellite for a foreign power when the borrowing 
15|| becomes so reckless that she obtains credit from foreign 
16] countries for such pruposes as discussed previously. 
17 As it was pointed out through various examples 
18] that taxation and the monetary system are inseparable; 
19|| we come now to highlight the purpose, if any, served 
20|| by the Central Bank... Are the executives of the Bank 
21\| only stooges for the international gang to exploit every- 
22| thing for the sake of monied interest, or is the Central 
23|| Bank with its immense power here to serve its own nation. 
In the same time, it is rather unfair to exploit foreign 
customers with stepped up export trade, in order to 
recover the loss, as the present monetary policy does 
not serve the nation in accordance with the rapidly 
changing power machine age. 

Since money transformed itself from coin to 


banknote, the currency has changed from direct to alternating 
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as well.. The change means an entirely new and different 
method: of utilization in comparison with past practices. 
The change developed with the aid of power machine produc- 
tion. Therefore this new utilization should be, or 

must be applied in conformity with present power machine | 
production demands. 

When men and materials are idel and in abundance 
and tasks are many, it is regrettable. if undertakings are 
not commenced simply because money is not available. [Ione 
is an exchange medium not only to release accumulated 
principal or capital or convey credit, but also to release 
and utilize power and labour, even when a turn accumulate 
principal and capital not yet available. The above 
statement could be held invalid by scrupulous monetary 


men as fictitious, even if it is absolutely valid and 


applicable in currency. But in the case when the exchange] - 


medium is a printing press for money substituting tax 
dollars to counteract the damaging effect of taxation, 
then the currency does not, inthis circulation, function 
the same as if releasing stored-up principal or capital. 
In reversing the trend instead releasing accumulated 
principal, printing press currency is converted to money 
of real worth. This proves the fallacy of the Central 
Bank policy. Since an exchange medium no longer possesses 
a standare to qualify it, issuing of banknotes is nothing 
more than putting into circulation printing press curren 
on a moderate scale. Therefore the princple and function 
of the Central Bank should be to strive for a balance. 
High interest rates overload money supply with harmful 


practices by issuing evrrescy, amc thus the main objectiv 
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for the balance is lost altogether. It would be worth- 
while to investigate the relationship between the Central 
Bank and the Treasury Department during the period 
Graham Tower and Douglas Abbott had been in office. They 
achieved surplus and prosperity year after year. They | 
could furnish valuable information in this regard. It 
is ominous to note that since they retired, Canada has 
faced endless trouble and austerity. It is regrettable 
that such an excellent state of affairs so quickly 
vanished when incompetent men take office. Furthermore, 
it is evident Canada developed during Graham Tower's 
tenure of office, from a state of moderate means to one 
of great wealth and prosperity. Was it achieved by the 
activity of its people and businessmen? No! The newly 
established Central Bank had been governed by a man 
who contributed wealth and welfare for every citizen 
without this having been recognized, 
A balance in the monetary system appears as 
a glittering phenomenal reflection. As long as the balance 
is intact, it is insignificant, but if imbalance occurs, 
and regardless of effort, know-how or wisdom combined 
in pursuit and fails to restore it., then the indication 
is that this balance maintenance requires a man like 
Graham Tower, one of the few legendary bank governors 
who fortunately exist some time. Hear, Hear, Mr. Tower! 
It is even more obvious that taxation and monet 
system are in unison, the present unfavourable tax system 
could not be remedied without remedying the malfunctioning 
monetary system. Therefore an analysis of everything 


in the monetary field should be undertaken. However, 
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as I do not know to what extent this submitted brief 
will impress the distinguished members of the Royal 
Commission, I would rather undertake the task, but 


only if the Commission so desired it and if they advised 


me to do so. 

In the meantime, I sincerely hope that the 
Commission will investigate all avenues of approach 
leading to the solution of taxation problems. I 


am convinced my brief contains one worthy of consideration. 


Respectfully submitted. 
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R.M.D.1, Duncan, B.C. 
April 8th, 1963. 

The Chairman, 

The Royal Commission on Taxation, 

P. O. Box 466, Ottawa, Ontario. 

Dear Sir:- 

Enclosed please find a Brief on the subject: 
The Federal Income Tax Act and The Federal-Provineial 
Fiscal Arrangements Act of 1961. 

In the judgment of the Supreme Court of 
Canada, officially cited as (1951) S.C.R. 31, Chief 
Justice Rinfret states:- 

"The Constitution of Canada does not belong 
either to Parliament, or to the Legislatures: it belongs 
to the Country, and it is there that the Citizens of 
the Country will find the protection that Parliament 
can legislate only on the subject matters referred to it 
by Section 91 (of the BRITISH NORTH AMERICA ACT,) and 
that each Province can legislate EXCLUSIVELY on the 
subject matters referred to it by Section 92. The 
Country is entitled to INSIST that legislation adopted 
under Section 91 shoals be passed exclusively by the 
Parliament of Canada in the same way as the people of 
each Province are entitled to INSIST that legislation 
concerning matters enumerated in Section 92 should come 
EXCLUSIVELY from their respective Legislatures." (end 
of quotation.). | 


Therefore as “DIRECT TAXATION within the 


Province" is given EXCLUSIVELY to the Legislatures of 
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of the Provinces by Section 92 (2) of the BRITISH NORTH 
AMERICA ACT and as Parliament cannot legislate on 
matters given EXCLUSIVELY to the Legislatures of the 
Province by Section 92, therefore, under the judgment of 
the Supreme Court of Canada, the Federal Income Tax Act 
and The Federal-Provincial Fiscal Arrangements Act of 
1961 are Ultra Vires, and therefore illegal. 
Please find attached Extracts from the judgment | 
of the Supreme Court of Canada in Question As Exhibit 'A' 
Further, in his ‘Communist Manifesto', Karl 


Marx states that if a GRADUATED Income Tax could be 


imposed on the Capitalistic nations, it would so kill 


their initiative by taking away their incentive to make 
money, that they would become so apathetic that they 
could be overcome by Communism. 

Still again the Communist 'Manual of Instruction 
for Psycho-political Warfare,' issued by Lenin University 
Moscow, states:- 

"The masses must at least come to believe that 
only EXCESSIVE TAXATION of the rich can relieve them of 
the ‘burdensome leisure class' and can thus be brought 
to accept such a thing as INCOME TAX, a Marxist principle 
SMOOTHLY SLID into Capitalistic framework in 1909 in the 
United States. This even though the BASIC LAW of the 
United States forbade it and even though Communism at 
that time had been active only a few years in America. 
Such SUCCESS as the INCOME TAX LAW, had it been 
followed thoroughly, could have brought the United States 


and not Russia into the world scene as the first 


| ‘a ; 5 th \ Nets oe i f' ot ie 
* ie arity “" 
: Tat < Pe 
yi ‘3 ait te ee + ity rs pe { ; 
hein ‘i prt 2 
aa i oe xs cig ig 
pcan suasta 


Ae by oe ay) “et % we ‘ Lie ttn) - 
a oan eae 


i 
> 4 ( 
’ A Leia * 
wil, a Wy ’ 5 ; i Bie many 
‘aa re rar a7 


yay) 


' os 
i ; 
sf op) - 


PP me a ih t a i th is id Mire Wid heap 


Lene i [cent fers Man SMe rif Qi BA 4) i, bia ip 


ida pei laai AS phe mo eersarcd Nats ne on eesage: q 


fi ' | a james orcas if 
‘furememno® bree auty 26" Waeo DomoLone brit eoeeld ei 
Td Oa th reetnal Chat ioqonoyad wor woos Pourtnet Lor tanksan jor 


ne sya: 


a at sbobtsrey od nae mekeAroUp winch wihd tne om TE Phat PLe 
titindoegen wah: AS NNER SL ree ow tt bikes matt e ret 
eebola ,rokieebhlanion sawog ot eat tence tz ‘ 
| hier? gre¥ ax d | 


cb! wil) (fod. dd gel liwhod.M. a, ti 


ANGUS, STONEHOUSE & CO. LTD. 
TORONTO, ONTARIO 3 . 


Communist nation." (end of quotation). 

Therefore, it is apparent that the GRADUATED 
Income Tax and other EXCESSIVE TAXATION, such as the 
Corporation Tax, are of Communist origin, and thea 
imposition in our Countries is Communist-inspired, and 
for the purpose of breaking down our Free Enterprise 
system, so that our Countries can be overcome by 
Communism. 

Please find enclosed copy of the said Communist 
‘Manual of Instructions for Psychopolital Warfare' as 
Exhibit 'B', so that the above quotation can be verified. 

The said Brief and Exhibits are respectfully 
submitted for your consideration, please. 


Yours Very Truly, 


F.H.M.Codville, Lt.Col. (Ret'd) 
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SHEE F 
TO 
THE ROYAL COMMISSION ON TAXATION 
Sub ject: THE FEDERAL INCOME TAX ACT: 


THE FEDERAL-PROVINCIAL FISCAL ARRANGEMENTS 


ACT of 1961. 


WHEREAS : - 

In the case of 'The Attorney-General of Nova 
Scotia versus The Attorney-General of Canada,' the 
Judgement of the Supreme Court of Canada, as released 
on October 3rd, 1960, (Cited as (1951) S.C.R. 31,) 
States: 

"The Constitution of Canada does not belong 
either to the Parliament, or to the Legislatures of the 
Provinces: it belongs to the COUNTRY, and it is there 
that the Citizens of the Country will find the 
PROTECTION of the RIGHTS TO WHICH THEY ARE ENTITLED," 
Therefore: = 

As a citizen of the Country, to which the 
Constitution belongs, I respectfully make the following 
submission to the Royal Commission on Taxation. 
WHEREAS : - 

| The following Extracts are extracted from the 
said judgement of the Supreme Court of Canada:- 
Chief Justice Rinfret states:- 

"The Parliament of Canada and the Legislatures 

of the several Provinces are sovereign within their 


sphere defined by the BRITISH NORTH AMERICA ACT, but 
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none of them has the unlimited capacity of an individual. 


They can exercise only the legislative powers respectivel 
given to them by. Sections Ql and 92 of the Act,. and = 
powers must be found in either of these Sections." | 
"The Constitution of Canada does not belong 
‘either to Parliament, or to the Legislatures: it belongs 
to the Country, and it is there that the Citizens of the 
Country will fina the protection of the rights to which 
they are entitled. It is part of that protection that 
Parliament can legislate only on the subject matters 
referred to it by Section 91 and that each Province 
can legislate EXCLUSIVELY on the subject matters referred 
to it by Section 92. The Country is entitled to INSIST 
that legislation adopted under Section 91 should be 
passed cactosseae by the Parliament of Canada in the 
same way as the people of each Province are entitled 
to INSIST that legislation concerning the matters 
enumerated in Section 92 should come EXCLUSIVELY from 
their respective Legislatures. In each case the Members 
elected to Parliament or to the Legislatures are the 
only ones entrusted with the power and the duty to 
legislate concerning the subjects EXCLUSIVELY distributed 
by the Constitutional Act to each of them." 
"No power of delegation is expressed either 
in Section 91 or in Section 92, nor, indeed, is there to 
be found the power of accepting delegation from one body 
to the other: and I have no doubt that if it had been 
the intention to give such powers it would have been 


expressed in clear and unequivocal language. Under the 


Cas 
@ille, 


i ie he ; ai 
fai i ay pie ne wit i pennies na 


rr aie a | 


eG Nie F ng 0 ] 
jt % a 
i ti . ” } wt oth ’ 
—— m ia | int : i hap, 
pat _ » r Wins [ 7 
PA I _ " ri ’ 
: iy; Ve : a) ‘ H 


; i 


AN RK ce ~ 


, ey Ae a Veg Q hy " f* aha 6 i i Ris 
1 ” iz eile a * ra = a ty fit Ae 
aus 
fi corr vn 
Brn 


Rani mantdu eiedeins ine nr a 


Pa 
if | f ow 
? Phi A he AS we Ht i od 
ay bins no Laveohw' tebe 
C2. 


te ( ia a rv on; ath 
ape 3A? He aaa Y tab eabd i si) 


Uf Ok vad nh 
rvtgoagee * beenog a oft Ye nel Proe wae smoncoe tet saz wens je 
J Ae Te Seated Sanit inal i 
ee oe lew hneen, topnay vats sewn vena wt oni bortuew ix 
DAy pers day Wi i 


even seh Ha Lhegaiva reas it te Cee 


a sesnotens oe fol tool eke Mina 8 ei Yom shatind. 2 wna - | | 
0 aks! ; 
le preted dort pean i) weal rao tuner eieal: %p ny fon 3 Pitiaet le 
af } ut Ye in H 
a aes caainon 08 ot ‘enaudeiatens nie oF ‘tr \ oe ween Stray? Atl int 
" 


a o ha 02 DAIL EM e' shtinacived th) erty ws de eB jas 


wot ye {.SEO te, TTe A398, aed OF (eee ) i NT hws 


i 
‘A ROG) ERAS ONT het ANA, OR le Ae ‘ha re 


| ey te ttae e wonancats cata, mpait tae hs cane 
iq vad? wal ho Hold tewgeny Rea CL vie mw pie” 

hi orm sfosvenne v4 Bewvtawinon a toda he SSP par tal, BARE. 
‘date withewtiel wa yleoenth betae “oc aio edhe pene wa 


Oh JAE ete we ged Oath oped ener Hole netag OE 


Renoivueiliaaes vtec? abisiw som ene esctenaty motde Goa 7a 


? MI 
noceotbennny’ FE 
: | 
ie 200 20) 8 RRR edit bop e WERLTTD WT et hee 
» t 
| eeitent oH! (.@f8 Ae oe ee) . CeORRAT OPS 
Be hn wepertete. TRE de ewets. wt aneseraee wiavertsen't? |} 
We dei *" i 
oy, ett? CHEMA yoneny trametiue? ievehbet ws sus y 


| 4 20 glaseuges secdite ,evip sow .FOR AQTAAMA EDOM NEL TiAR | ve 
a dolitw vewog « ,eetydeletped inves qot oF . Ul el de a 
! Da teelo ul anit feet av foe esob Co Latrmget le 
a * wal odd ad oF pues eit ut bied need agenis ony j*——— on 


Ee Ms 


et By 


ANGUS. STONEHOUSE ® CO. LTD. 
TORONTO, GMTARIO 6 
« 


1! gcheme of the BRITISH NORTH AMERICA ACT there were to 

2| be, in the words of Lord Atkin in THE LABOUR CONVENTIONS 
REFERENCE (1937) A.C. 326, “Watertight compartments 

4) which are an essential part of the original structure, | 

: "Neither legislative bodies, Federal or 

6| Provincial, possess any portion of the powers respectivel 
7| vested in the other and they cannot receive it by 

8 delegation. In that connection the word "EXCLUSIVELY" 

9| used in both Section 91 and in Section 92 indicates a 

10| settied line of demarcation and it does not belong to 


11} either Parliament, or to the Legislatures, to confer 


12| powers upon the other.” (St. Catharine's MILLING CO. v. 


13) THE QUEEN, (1887) 13 Can. S.C.R. 577 at 637.) by Strong 
14) J, C.P.R. v. NOTRE DAME DE BONSECOURS PARISH. (1889) 

Ba AsO. BOTs 

16| Mr. Justice Taschereau states:- 

17 "Tt 1s a well settled proposition of law that 
18) jurisdiction cannot be conferred by consent. None of 
19! these bodies can be vested directly or indirectly with 
20 | powers which have been denied them by the B.N.A. Act, 
21 and which therefore are not within their constitutional 


In THE CITIZEN's and the QUEEN'S INS. CO. v. 
PARSONS, (1881, 4 Can. S.C.R. 215,) Mr. Justice 
Taschereau expresses his views at 317, stating;- 

"But the Federal Parliament cannot AMEND the 
BRITISH NORTH AMERICA ACT, nor give, either expressly or 
impliedly, to the local Legislatures, a power which the. 
Imperial Act does not give them. This is clear, and 


has always been held in this court to be the law.” 


22) jurisdiction.” 
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os 


: liv, Justice Kellock states: - | 

| “Under the statute the powers committed to | 
! | 

*] Parliament and to the Provincial Legislatures | 

uy vespectively are, ag already stated, EXCLUSIVE. If 

5 theretore Parliament, for example, were to purport to | 

| authorize a Provincial Legislature to exercise eae 

"| Jupisdiction assigned exclusively to the former, any 

8 exercise of such authority by the latter would in fact | 

| be an attempt "to make laws" in relation to a matter | 

" ‘assigned exclusively" to Parliament, and consequently 

a coronibited to the Provincial Legislature. In the same 

‘i way, if a Provincial Legislature purported to authorize 

- Parliament to legislate with respect to any of the 

my tatters enumerated in Section 92, and Parliament 

attempted to act upon such authorization, it would 

= Similarly be attempting "to make laws" in relation to 

ma a matter assigned exclusively to the Provinces.” 

o br, Justice Fauteux states:- 

3; "The true question is whether or not it is 

ad within the competence of the Parliament of Canada and 

“| within the competence of the Legislature of a eeeeraie 

“| to exchange between themselves or transfer to one 

another, directly or indirectly, temporarily and from 

sf time to time, a Legislative authority they both possess 

a only by virtue of the BRITISH NORTH AMERICA ACT, 1867, 

a (hereinafter referred to as the Act) and which each, to 

4 the EXCLUSION OF THE OTHER, can exercise only with 

a respect to certain classes of subjects." 

29 
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" "While the two former Sections (Sections 91 and 
4 92,) provide for a distribution of legislative powers | 
1 between Parliament and the Pepe ier sas of the Provinces, 
‘| they go further, and BAR ONE FROM ENTERING THE LEGISLATIN 
4 FIELD ASSIGNED TO THE OTHER. This distribution, and | 
‘i the Prohibition which is a necessary corollary of it, | 
constitute a peculiar feature of the Act with respect | 
ft 
‘| to the right to delegation and calls for different ! 
a considerations in aoplying it. Each of these 
" legislative bodies, equally sovereign within its own : 
"| field, has the right to delegate its legislative | 
} | 
2 authority to a subcrdinate body, for - as was done under 
t 
"| the War Measures Act - senerally the right to delesate | 
“ ig tacitly included in the right to legislate and, | 
a within one's own field, is not denied under the Act. | 
"a Beyond their rescective soheres, both Parliament and | 
" the Legislatures are POWERLESS and each is SPECIALLY | 
| 
18) DENIED the legislative powers given to the other. in 
- these circumstances, I fail to see, firstly, how in the 
20 | 3 | 
absence of express terms, one could assume the right to 
accept delegation, and, secondly, how one could claim 


the right to make a delegation of powers to one which, 

in express terms, is BARRED FROM EXERCISING THEM. Either 
one of these conclusions would justify the statement 

that such right to delegate is excluded under the Act, 
for delegation implies a delegator capable to delegate an 
a delagatee capable to accept, Legislative jurisdiction 
cannot be assumed to be siven by consent. Had it been 


the intention of the Imperial Parliament to give one 
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As 
= 


| 
legislative body the right to delegate to the other, | 
the word "EXCLUSIVELY" in both Sections would have been | 
omitted. In the context, this word is without object 
unless it is to DEBAR ONE LEGISLATIVE BODY FROM 
EXERCISING ANY KIND OF LEGISLATIVE AUTHORITY WITH 
RESPECT TO MATTERS WITHIN THE JURISDICTION OF THE OTHER." 
(end of extracts from judgement of the Supreme Court of 
Canada.) 
AND WHEREAS : = 

Section 91 of the BRITISH NORTH AMERICA ACT 

states:- 
gl. "Tt shall be lawful for the Queen, by and 
with the Advice and Consent of the Senate and the House 
of Commons, to make Laws for the Peace, Order, and 
GOOD Government of Canada, in relation to all matters 
NOT coming within the Classes of Subjects by this Act 
ASSIGNED EXCLUSIVELY to the Legislatures of the 


1 


Provinces:" ete. etc. 


and the House of Commons to make Laws for the Peace, 
Order, and Good Government of Canada, it denies this 
power in relation to ALL Matters coming within the 
Classes of Subjects ASSIGNED EXCLUSIVELY to the 
Legislatures of the Provinces. 
AND WHEREAS :- 

Section 92 of the British North America Act 
states:- 


| 
Therefore: - 
Whilst Section 91 gives powers to the Senate 
92. ‘In each Province the Legislature may 
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EXCLUSIVELY make Laws in relation to Matters coming 
within the Classes of Subjects next hereinafter 
enumerated; that is to say:- 

(2) 
the Raising of a. Rey 


‘THIN THE PROVINCE in order to 


que for Provineial purposes,' 
Therefore:- 
DIRECT TAXATION WITHIN THE PROVINCE is the EXCLUSIVE 
RIGHT of the Legislatures of the Provinces. 
AND WHEREAS :- 

It is stated in the said judgement of the 
Supreme Court of Canada: - 


"Beyond their respective spheres, both . 


Parliament and the Legislatures are POWERLE 


is SPECIALLY DENT 


ED the legislative powers given to 

the other." and also: "Hed it been the intention of the 
Imperial Parliament to give one legislative body the 
right to delegate to the other, context, this word is 
without object unless it is to DEBAR ONE LEGISLATIVE 
BODY FROM EXERCISING ANY KIND OF LEGISLATIVE AUTHORITY 
WITH RESPECT TO MATTERS WITHIN THE JURISDICTION OF THE 
OTHER." 

Therefore: - 

The Federal Income Tax Act, which under Section 
ge of the BRITISH NORTH AMERICA ACT, is unconstitutional, 
is under the said judgement of the Supreme Court of 
Canada, Ultra Vires, and therefore illegal. 

AND WHEREAS: - 
Under the Federal-Provincial Fiscal Arrangements 


Act of 1961, Parliament and the Legislatures of the 
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Province are continuing to ILLEGALLY exchange their 
legislative powers, whilst Parliament is imposing and 
collecting DIRECT TAXATION within the Provinces, of 
ahich it vetains some. 80% of contravention of Section 
92 of the BRITISH NORTH AMERICA ACT: 

Therefore: - 

The Federal-Provineial Fiscal Arrangements 
Act of 1961, which under Section 92 of the BRITISH NORTH 
AMERICA ACT is unconstitutional, is under the said 
judgement of the Supreme Court of Canada, Ultra Vires, 
and therefore illegal. 

AND WHEREAS :- 

The said judgement of the Supreme Court of 
Canada states:- 

"She Constitution of Canada does not belong 
either to the Parliament, or to the Legislatures: it 
belongs to the COUNTRY, and it is there that the 
Citizens of the Country will find the protection of the 
RIGHTS TO WHICH THEY ARE ENTITLED:" 

Therefore: ~ 

The Parliament and the Legislatures have no 
POWER TO AMEND the BRITISH NORTH AMERICA ACT, as under 
the said judgement of the Supreme Court of Canada it 
would require a plebiscite by the Citizens of the 
Country to authorize its amendment, as it belongs to the 
Citizens of the Country. 

AND WHEREAS :- 

In his ‘Communist Manifesto', Karl Marx (real 


name Mordecai,) states that the Capitalist nations could 
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| 
| 
1 7 
be overcome through the imposition of a GRADUATED Income | 
2 | 
Tax, which would kill their initiative, and make them | 
3 . 
apathetic by taking away their incentive to make money; | 
4 
and thus they could be overcome by Communism. | 
5 


AND WHEREAS :- 


The Communist 'Manual of Instructions for 


Psychopolitical Warfare', issued by Lenin University, 


Moscow states: - 


'The masses must at least come to believe that | 
only EXCESSIVE TAXATION of the a ay relieve them of | 
the"burdensome leisure class" and can thus be brought 
to accept such a thing as INCOME TAX, a Marxist | 
principle smoothly slid into Capitalistic framework in 
1909 in the United States. This even though the BASIC 
LAW of the United States forbade it and even though 
communism at that time has been active only fey years 
in America. Such SUCCESS as the INCOME TAX LAW, had it 
been followed thoroughly, could have brought the United 
States and not Russia into the world scene as the first 
Communist nation,' (Chapter 3, Para 15.) 
Therefore: - 

It is apparent that the GRADUATED INCOME TAX 
and other EXCESSIVE TAXATION is of Communist origin, 
and its imposition in our Countries is Communist-inspired 
and for the breaking down of Liat 8 economies so that our 
Countries can be overcome by Communism. 
AND WHEREAS : - 

Canada is severely troubled by unemployment 


at the present time, ‘ 
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AND WHEREAS : - 

The Corporation Tax is the basic cause of such 
unemployment, as through it the Government confiscates 
some 50% of the net profits from business firms, whereby 
such firms are unable to expand sufficiently to employ 
our rapidly growing population, and which automatically 
causes unemployment. 

AND WHEREAS :- 

The Corporation Tax kills the initiative of 
businessmen, as it deprives them of their incentive to 
make profits: 

Therefore: - 

The Corporation Tax, like the GRADUATED INCOME 
TAX, is part of the Communist-inspired EXCESSIVE 
TAXATION, and is for the purpose of causing unemployment 
and breaking down our Free Enterprise system, so that 
our Countries can be overcome by Communism. 

AND WHEREAS :- 

This Communist-inspired EXCESSIVE TAXATION is 
used to provide funds to establish the Fabian-Socialist 
Welfare State, and thus break down our Free Enterprise 
System, and as a step iieeat World Government: 
Therefore: - 

It is respectfully submitted that the 
unconstitutional Federal Income Tax Act and the Federal- 
Provincial Fiscal Arrangements Act of 1961, which under 
the said judgement of the Supreme Court of Canada are 
Ultra Vires, and therefore illegal, be removed from the 


Statute Books of Canada. 
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AND WHEREAS; - 

The Parliament of Canada, under the powers given 
it by Section 91, (14) (15) and (20) of the BRITISH 
NORTH AMERICA ACT, may legally issue its own CREDIT: and 
has no need to pay hundreds of millions of dollars 
annually in interest for loans from private financial 
sources, the payment of which necessitates unnecessarily 
high taxation:- 

Therefore: - 

It is respectfully submitted that Parliament 
avail itself of its powers to issue its own CREDIT, 
instead of imposing ficliaiget a apiece GRADUATED Income 
Tax and other excessive taxation upon the Citizens of 
Canada, to whom the Constitution belongs, in order to 
raise a revenue. 

AND WHEREAS :- 

The GRADUATED Income Tax and other such 
EXCESSIVE TAXATION is Communist-inspired, and for the 
purpose of breaking down our Free Enterprise system, 
so that it can be overcome by Communism: 

Therefore: - 

It is further respectfully submitted that those 
persons who have been directly responsible for the 
drafting, and those persons who have been directly 
responsible for planning and Sisk through the 
enactment of the said Communist-inspired unconstituttonal 
Ultra Vires, and therefore illegal legislation, by which 
the Citizens of Canada have been illegally defrauded of 
billions of dollars annually, be impeached for treason, 


and tried accordingly. 
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Signed at DUNCAN in the Province of British Columbia 
this 8th day of April, A.D. 1963. 
. F.H.M. Codville, 

Lt. Col (Ret'd.) 
Attached as Exhibit 'A' please find Extracts from the 
Judgement of the Supreme Court of Canada in the case 
of 'The Attorney-General of Nova Settle versus The 
Attorney-General of Canada' (as released on October 3rd, 
1950,) taken from the official Law Report for 1951, 
Cited as (1951) S.C.R. 
The quotations from the judgement of the Supreme Court 
of Canada, as quoted in the foregoing Brief, were 


extracted from the Law Report in question. 


Address:- Lieut. Col. F.H.M. Codville, a 
R.M.D. 1; 


DUNCAN, B.C. 
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EXHIBIT "A" 


EXTRACTS From the Judgement of the Supreme Court of 
Canada, in the case of ‘The Attorney-General 
of Nova Scotia versus The Attorney-General 
of Canada,' as released on October 3rd, 1950, 
and reported in Canada Law Reports, (1951) 


“a et. 


'The Parliament of Canada and each Provincial 
Legislature is a sovereign body within its sphere, 
possessed of exclusive jurisdiction to legislate with 
regard to subject matters assigned to it under 5.91 or 
S.92, as the case may be. Neither is capable therefore 
of delegating to the other the powers with which it 
has been vested nor of receiving from the other the 
powers with which the other has been vested.' 

Chief Justice Rinfret states:- 

"The Parliament of Canada and the Legislatures 
of the several Provinces are sovereign within their 
sphere defined by THE BRITISH NORTH AMERICA ACT, but 
none of them has the unlimited capacity of an individual. 
They can exercise only the legislative powers respectivel 
given to them by Sections 91 and 92 of the Act, and 
these powers must be found in either of these sections." 

"The Constitution of Canada does not belong 
either to Parliament, or to the Legislatures: it belongs 
to the Country, and it is there that the Citizens of 
the Country will find the protection of the rights to 
which they are entitled. It is part of that protection 
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referred to it by Section 91 and that each Province can 
legislate EXCLUSIVELY on the subject matters referred to 
it by Section 92. The country is entitled to insist 
that legislation adopted under Section 91 should be 
passed exclusively by the Parliament of Canada in the 
same way as the people of each Province are entitled to 
insist that legislation concerning the matters enumerated 
in Section 92 should come exclusively from their 
respective Legislatures. In each case the Members 
elected to Parliament or to the Legislatures are the 
only ones entrusted with the power and the duty to 
legislate concerning the subjects exclusively distributed 
by the constitutional Act to each of them." 
"No power of delegation is expressed either in 
Section 91 or in Section 92, nor, indeed, is there to 
be found the power of accepting delegation from one body 
to the other: and I have nodoubt that if it had been 
the intention to give such powers it would have been 
expressed in clear and unequivocal language. Under the 
scheme of the BRITISH NORTH AMERICA ACT there were to be, 
in the words of Lord Atkin the THE LABOUR CONVENTIONS 
REFERENCE (1937) (A.C. 326) "Water-tight compartments 
which are an essential part of the original structure."" 
"Neither legislative bodies, Federal or Provincial 
possess any portion of the powers respectively vested in 
the other and they cannot receive it by delegation. In 
that connection the word "EXCLUSIVELY" used both in 
Section 91 and in Section 92 indicates a settled line 


of demarcation and it does not belong to either Parliament, 
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or to the Legislatures, to confer power: woon the 
other." (St. Catharine's Milling Co. v. The Queen, 
(1887) 13 Can. S.C.R. 577 at 637.) by Strong J.; C.P.R. 
v. Notre Dame de Bonsecours Parish, (1889) A.C. 367. 


Mr. Justice Kerwin states:- 


"Tn CITIZEN'S INSURANCE CO. v. PARSONS (1880, 

4 Gan. S.C.R. 215,), by Taschereau J. at 317: "But the 
Federal Parliament cannot AMEND the BRITISH NORTH AMERICA| 
ACT, nor give, either expressedly or impliedly to the 
local legislatures, a power which the Imperial Act does 
not give them. This is clear, and has always been held 

in this court to be the Law," and by Gwynne J. at 348," 
and quotes Lefroy's CANADA'S FEDERAL SYSTEM, 1913, 

page 70, note 10 (a):- 

"Lord Watson: 

"The Dominion cannot give jurisdiction or 
leave jurisdiction, with the province, The provincial 
parliament cannot give legislative jurisdiction to the 
Dominion Parliament. If they have it, either one of the 
other of them, they have it by virtue of the Act of 1867. 
I think we must get rid of the idea that either one or 
the other can enlarge ‘ins jurisdiction of the other or 
surrender jurisdiction. To which Lord Davey adds: or 
curtail.” 

"THE BRITISH NORTH AMERICA ACT divides 
legislative jurisdiction between the Parliament of | 
Canada and the Legislatures cf the Provinces and there 
is no way in which these bodies may agree to a different 


division." 


. ie Ma ¥ } ea 
i aia ees mh i 
De Bie q 1 pld 0 Has, asi 4) af 


f el) Ba 


Shab ioe a , af 
a. es ny I eh ; ¥ me eu 
UG RUE Sh Ace a 


‘abate et? we 
a0" bo aaa oihan anz2atbe lv, ovbenione niet 
en wae to, ama oS a humic ui od 


od ota seen teorttin power whom wt Litdu at bel: 


© an 


a) i’ a ah Che | til we BAL Ot gems: ved Ln 
oh D poketmod wed PARTY ARNT ocew DEL Luxe ax” |. 
if ‘lame wkd nie oh ot etepaled Slee. deme Load 
etd tite eooguemed .gctiiottied , somwamne, on etalelged ot 
J oa , naretng were sega To sxrets eo nine sont bas 
mp. ts bederoarce eed tame centte, Lite Som werokwane? ten thei! 
: 
‘bitroo eared al ahd ia? tuted vedio eit mo fem it ooltoms 
of molsaton ai wwat amg ot poder hme make comb eattaem 
esol dwdizant (Ceqlotowm .etieis Fivto bine PR 
i fokteibalaut, ont sbiavvo mettem, Lis «ole .o%o. ,moldeouie 
; %e grpved if .deometinel roltmtwod odd of beviwerot 
| ee Setini(l yltelave netvtatleles) ers to fon Paemad ine 
a “touts benreios ciderebiusoe ef mutt Bioww 298 4,8, ocht 


fi } 


mae Chie nove , dob ed fomtho elit wed Idiot cm eved. I ti 


Tee 
OT * peste letged edt bas Soemet inet 2¢ Imeance te)cil . 


| | Ses wal TO Gore eogong Sofiien Skew’ a ot JT” 

if ‘te guzel _Sireenae ve herte tine #@ gomns coltothaets vt 

Adin Yltoarthat ww yitoertd Dated ad-men eulbod weed? | 
tek 0.4.8 ett ue ees betes peed evar Colm erawog 

"saa ana sauane “hous | wbdote dom wee ereotterivnets folie bow 

ms OTP 3 tal ek 


p ANGUS, STONEHOUSE & CO. LTD. Exhib 5 wan a h. 


TORONTO, ONTARIO 


Mr. Justice Taschereau states:- 

"The BRITISH NORTH AMERICA ACT, 1867, and 
amendments has defined the powers that are to be 
exercised by the Dominion Parliament and the Legislatures 
of the Provinces. There are fields where the Dominion 
has exclusive jurisdiction, while others are reserved 
to the Provinces. This division of powers has received 
the sanction of the Imperial Parliament, which was then 
and is still the sole competent authority t make any 
alteration to its own laws. 

"If Bill 136 were INTRA VIRES, the Dominion 
Parliament could delegate to any or all the Provinces, 
to legislate on commerce, banking, bankruptcy, militia 
and Defence, issue of paper money, patents, copyrights, 
indirect taxation, and all other matters enumerated in 
Section 91; and on the other hand the Legislatures could 
authorize the Dominion to pass laws in relation to 
property and civil rights, municipal institutions, 
education, etc. etc. all matters outside the jurisdiction 
reserved to the Dominion oy. THe? The powers of 
Parliament and of the Legislatures strictly limited by 
the B.N.A. Act, would thus be considerably enlarged, and 
I have no doubt that this cannot be done, even with the 
joint consent of Parliament and the Legislatures.” 

"It is a well settled proposition of law that 
jurisdiction cannot be conferred by consent. None of 
these bodies can be vested directly or indirectly with 
powers which have been denied them by the B.N.&. Act, 


and which therefore are not within their constitutional 


jurisdiction." 
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In THE CITIZEN'S and the QUEEN INS. CO. v. 
PARSONS, (1881, 4 Can. S.C.R. 215,) Mr. Justice 
Taschereau expresses his views, at page 317, saying:- 

"But the Federal Parliament cannot AMEND the 
BRITISH NORTH AMERICA ACT, nor give, either expressly or 
impliedly, to the local legislatures, a power which the 
Imperial Act does not give them. This is clear, and 
has always been held in this court to be the law." 

And in the same case, at page 348, Mr. Justice 
Gwynne also says:- 

"How the species of legislation which appears 
upon the statute books, upon the subject of insurance 
and insurance companies, came to be recognized (by which 
it would seem as if the Parliament and the Legislatures 
had been attempting to make among themselves a partition 
of jurisdiction, for which the B.N.A. Act gives no 
warrant whatever), I confess it appears to me to be very 
strange, for it surely cannot admit of a doubt that NO 
ACT of the Dominion Parliament can give to the local 
legislatures over any subject which, by the B.N.A. Act, 
is placed exclusively under the control of Parliament, 
and as the Parliament cannot by Act or acquiescence 
transfer to the local legislatures any subject placed 
by the B.N.A. Act under the exclusive control of 
Parliament, so neither can it take from the local 
legislatures any subject placed by the same authority 
under their EXCLUSIVE control." 

"Lefroy in "LEGISLATIVE POWER IN CANADA" at 


page 242, expresses the view with which I agree, that 
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the Federal Parliament cannot AMEND the BRITISH NORTH 
AMERICA ACT, nor either expressly or impliedly take 

away from, or give to, the provincial Legislatures a 
power which the Imperial Act does, or does not give them: 
and he adds that-the same is the case MUTATIS MUTANDIS 
with the Provincial Legislatures. At page 689, the same 
author adds that within the area and limits of subjects 
mentioned in seieaaas 92 of the BRITISH NORTH AMERICA ACT, 
the Provincial Legislatures are supreme and have the 

same authority as the Imperial Parliament or the 
Dominion would have under like circumstances, to confide 
to a municipal institution or body of its own creation, 
authority to make by-laws or regulations as to subjects 
specified in the enactment and with the object of 
carrying the enactment into operation and effect. This 
proposition rests upon the language and decision of the 
Judicial Committee of the Privy Council in HODGE v. 

THE QUEEN; cited supra.” 

Mr. Justice Kellock states:- 

Under the statute the powers committed to 
Parliament and to the Provincial Legislatures 
respectively are, as already stated, EXCLUSIVE. If 
therefore Parliament, for example, were to purport to. 
authorize a Provincial Legislature to exercise legislativ 
jurisdiction assigned exclusively to the former, any 
exercise of such authority by the latter would in fact 
be an attempt "to make laws" in relation to a matter 
"assigned exclusively" to Parliament, and consequently 
prohibited to the Provincial Legislature. In the same 


way, if a Provincial Legislature purported to authorize 
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Parliament to legislate with respect to any of the 
matters enumerated in Section 92, and Parliament 
attempted to act upon such authorization, it would 
similarly be attempting to "nake laws" in eeleticn to 
a matter assigned exclusively to the Provinces." 

"In the case of Caron v. The King, (1924, A.C. 
999 at 1004,) Lord Phillimore, where, in referring to 
taxation powers of Parliament and the provincial 
legislatures respectively, his Lordship quoted from an 
‘earlier judgement of the Committee in BANK OF TORONTO v, 
LAMBE (1887, 12 App. Cas. 575) as follows:- 

"Their Lordships adhere to that view, and hold 
that, as regards direct taxation within the Province to 
raise revenue for provincial purposes, that subject 
falls wholly within the jurisdiction of the provincial 
legislatures." 

Mr. Justice Fauteaux states:- 

"The true question is whether or not it is 
within the competence of the Parliament of Canada and 
within the competence of the Legislature of a province to 
exchange between themselves or transfer to one another, 
directly or indtrectly, temporarily and from time to time, 
a legislative authority they both possess only by virtue 
of the BRITISH NORTH AMERICA ACT, 1867, (hereinafter 
referred to as the Act) and which each, to the EXCLUSION 
OF THE OTHER, can exercise only with respect to certain 
classes of subjects." 

"Speaking to the point, Lord Atkins, in Attorney 
General for Canada v. Attorney General for Ontario, 


(1937, A.C. 326 at 351,) said:- 
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"No one ean doubt that this distribution (of 
powers) is one of the most essential conditions, probably 
the most essential condition, in the inter-provineial 
compact to which the British North America Aet gives 
effect." 

"The suggestion that this distribution of 
legislative authority, enacted by the Imperial Parliament, 
under the then "existing circumstances", could now be 
altered by Parliament or the Legislature of a Provime by 
transfer, exchange, or delegation, is repugnant to the 
very intent manifested in the above Resolutions ultimately 
implemented under the Act." 

"Assuming, however, that it could be a 
delegation, there can be no doubt that the express terms 
of Sections 91 and 92 and the necessary implieation 
flowing from the enactment of Section 94 prohibits such 
delegation," 

"While the two former Sections provide for a 
distribution of legislative powers between Parliament 
and the Legislatures of the provinces, they go further 


and bar one from entering the legislative field assigned 


to the other. This distribution, and the prohibition 


which is a necessary corollary of it, constitute a 
peculiar feature of the Act with respect to the right of 
delegation and calls for different considerations in 

| applying it. Each of these legislative bodies, equally so 
| sovereign within its own field, has the right to delegate 
: its legislative authority to a subordinate body, for, -- | 


| 48 was done under the War Measures Act -~- generally the 
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right to delegate is tacitly included in the right to 
legislate and, within one's own field, is not denied 
under the Act. Beyond their respective spheres, both 
Parliament and the Legislatures are powerless and each is 
specially denied the legislative powers given to the 
other. In these circumstances, I fail to see, firstly, 
how in the absence of express terms, one could assume 
the right to accept delegation, and, secondly, how one 
could claim the right to make a delegation of powers to 
one which, in express terms, is barred from exercising 
them. Either one of these conclusions would justify the 
statement that such right to delegate is excluded under 
the Act, for delegation implies a delegator capable to 
delegate and a delagatee capable to accept. Legislative 
jurisdiction cannot be assumed or be given by consent. 
Had it been the intention of the Imperial Parliament to 
give one legislative body the right to delegate to the 
other, the word "EXCLUSIVELY" in both Sections would 


have been omitted. In the context, this word is without 


object unless it is to debar one legislative body from 
exercising any kind of legislative authority with 
respect to matters within the jurisdiction of the other." 
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EXCERPT | 


point up the wealth the period is delivering to the 
selected few to divorce their control of the state. 
During a depression one must only point out that it 
ensued as a result of the avarice of a few and the 
general political imcompetence of the national leaders. 

The handling of economic propaganda is not 
properly the sphere of psychopolitics but the 
psychopolitician must understand economic measures and 
Communist goals connected with them. 

The masses must at last come to believe that 
only excessive taxation of the rich can relieve them of 
the "burdensome leisure class" and can thus be brought 
to accept such a thing as INCOME TAX, a Marxist principle 
smoothly slid into Capitalistic framework in 1909 in the 
United States. This even though the basic law of the 
United States forbade it and even though Communism at 
that time had been active only a few years in America, 
Such success as the Income Tax law, had it been followed 
thoroughly, could have brought the United States and 
not Russia into the world scene as the first Communist 
nation. But the virility and good sense of the Russian 
peoples won. It may not be that the United States will 
become entirely Communist until past the middle of the 
century, but when it does it will be because of our 
superior understanding of economics and of psychopolitics. 

The Communist agent skilled in economics has as 


his task the suborning of tax agencies and their personnel 


ts 


iJ ia 


: sai) 
Patt 


oe yp Ws 
k 


ht Of ones of 


be: i 


mk Mis 
ws wie ot pa none rag ear) rid parry oul So. grit 4 ae 


yale dal 


at TES 
= 


Ftd 


enies teotatsoqoaones ant yaaa alah? went Deane 


ated ated of oko Favs ttS ciPontiatp ob 


[= 


| few ott! (wemenkt nh balitae wd? cout sit 


tee 


= 
‘ 
cei ~ ina 
> 


Cpanel wet tae qainvotiusd ee prose rag af barre tit 


i 
‘ i] ) } « -— * * ait d pennn ~* me { - = e+ ob ie ; 
er ine fo eiet edt af aiE .matots qoiorne att wot stages 
| Wieié \ y al 
Wie : ; F 
. “— Siat bipow ofw oteatsivilbet eect treod et? Tle phiway | 


em weeve well . romeo te oteiodous Patietins Fqercrmo | 


hen Reorcu'int Liew nase tere (oe eee ced | 


gy Bey pay ‘ sho0 8 Ff py psaet ey oi pee } 
' ‘ > “ . 


— 
' 
* 
~ 
> 
~ 
ay 
~ 


Th roe 


on) 


~ 


- 
a 
. 
- 
~ 
- 
w 
‘ 
~ 
- 
— 
> 


LAL 


$ d 7 <a —— =o == SS : 
7 7 = a a. — Si 
ew ee ; j = : j x! * 
E : ess ; cou 7 Om Sal = : 
a —~ : = 1. a nae 
oe é : n — = — 
ee Rg . , : 
7 : . 
: : = _ . : — 
e = 
7. : = 
g ry q 
ee p - “~~ 
; 2 =) P= ‘ 
. . : - 
. > d 
> Hi 
i - 
on ony = ~~ 
& 
“ & ~ : - 
ts 4 & = 
. P 
> = : 
3 Pa 
—_ 
4 ~ 
s 
> ~~ 
— 
> 
= 
= —-s 
> & 
® 
4 
* de 
3 es 
= - 
> 
= 
> 
r 
2 
n 
ow 


‘te oble et? te 22 beoosusa Deed Piwoo welts 

r " y 
i a fe oat: ed bines evted’ sam Lalkicer (tat. .vo dott tiers 

: : 

( 

end of yoicotticw hoeddvoten mt .Todwrequ Isottifouwrdiorveq 7 

; , ie, 

6 “ oe ‘i " , 

yo eotvba aff 4¢ aad? Biver och pal ihed (sicon Yo HLolt | 


Niece 9 aries rte ts Cate ape yren a 
. | 


wy 


li 


4 


} 
— bebteg mts < be icliaaanncl “> wlw o mitbem et? yucntt |x 


| ! ty § Jownth anolaher 
eee 16 iSondae 08 ys oq manttqo et: exih arolats ss 


eng oes onde wna nbn? be 19_002) gel ellod otis, me nee, | sass 


ei bd Wie 4 ae Steere 
HP tN fr ha Pye} | yr er 
barn Ne he A 


uf ae Mo , a nea Tn) re) } J : ‘ 
i HA tel at My Me Alits, 
1 ae ! i Mi LS. hee eh OM a ‘ vit vat : ee i. a 4 | 1" ? i ? F , iy a sf i 


ANGUS, STONEHOUSE @ CO. LTD. 
TORONTO, ONTARIO Exec erpt = 2 A 


to create the maximum disturbance and chaos and the 
passing of laws adapted to our purposes and to him we 
must leave this task. The psychopolitical operator plays 
a distinctly dirrereiit role in this drama. 

The rich, the skilled in finance, the well 
informed in government, are particular and individual 
targets for the psychopolitician. His is the role of 
taking off the board those individuals who would halt or 
corrupt Communist economic programmes. Thus every rich 
man, every statesman, every person well informed and 
capable in government must have brought to his side as 
a trusted confidant a psychopolitical operator. 

The families of these persons are often 
deranged from idleness and glut and this fact must be 
played upon, even created. The normal health and wildnes 
of a rich man's son must be twisted and perverted and 
explained into neurosis and then, assisted by a timely 
administration of drugs or violence, turned into 
criminality or insanity. This brings at once someone 
in "mental healing" into confidential contact with the 
family and from this point on the very most must be made 
of that contact. 

Communism could best succeed if at the side of 
every rich or influential man there could be placed a 
psychopolitical operator, an undoubted authority in the 
field of ‘mental healing’ who could then by his advice or 
through the medium of a wife or daughter by his guided 


opinions direct the optimum policy to embroil or upset 


the economic policies of the country and, when the time 


shia 


hah dete 


oh ah 
Ee aan 
ni last 


Petey. ar) aN saree ; i et oaiie 
a a Pa Tu a ce inal 


ae 


s 


* 
i ir er 


alt as el ah eee! OES OTS a aE e 
st 


= 2 
Be 


comic oe oa itty 
ay oun. err aen MaLE h ia 


= 


r omy ; * Metowr oni Me Bh hay Haeriertitn iGeotyinpeiue thsi peryt 


foe 

o= 

= 
@ 


oo ie ehayarent ti cosine Saving it Spee Ciimiacneat es anaes iit Plage bth Tinga 


———- 


y tt ae a CW ear an 
YF ve \ i ; 
ne taunt A ee ew DU a aM "y 


ie 


sat 
= 
> 
BF 4 


i 
rae 


pit ‘ 
a Cantiion OY 02). et Rive) Seema Pag vet eae chk lettin 
i " j rar} 
toe mihee! oupeem na” frei chara tlt: ype Eine be oh pee 
io 


Ny oe Mae SLA Chie MOA Rian 


w= 
me 
G 
eon 


hake Ween he Ghat We MR Wa ita eeMaiteuneteegets Hales Deane a tt 
rf ae TO | Pee eT : 


Ti ownheten of Ota toemed 


Come. Se San Vidas cry. lange op 


eo eee OS, SE Oe ee 


a3 


¢ Reeiosed please Pind & whey wt tin ‘ 


en Sete eetier, pemedd wuaicwasty vy tw Conve 
i } é 


SAY | 
eae a. Peete te eter yi ‘val Bed Pie 


Se eR a SN 
= 
73 


py 
Loach: Gira. 2, 
ii 
: yreand } i! ms Teen ' | 
Tetcen ae . ' 
fientas Bemyrten Cadel stad i 
Toye t ton of Bapt ts t oe 
Cee tee te BA ele 
Bont vy dette hat mS 
; % 
i ] hy: ; 
i] 
Bs | ; for 
| a 4 at I \ l 
ee . ; eee 
, ae yrs ind Ms . ee 
ace. Uh aA, ; f 
ip) val 7 ti 
y 1 7 Livwip 


ANGUS, STONEHOUSE & CO. LTD. 


TORONTO, ONTARIO Excerpt - 3. 


SOCIAL SERVICE COMMITTEE 


Convention of Baptist Churches of British Columbia 


6238 Angus Drive 
Vancouver 13, B.C. 
June 29, 1963 


ROYAL COMMISSION ON TAXATION 
Box 466 
Ottawa, Ontario. 


Attention: Mr. G. L. Bennett, Secretary 


Dear Sirs, 

The Convention of Baptist foueches of British 
Columbia would request the Royal Commission on 
Taxation to recommend to the Government of Canada 
that Section 27 (2) of the Income Tax Act be deleted 
for the purpose of removing the inequalities, abuses 
and discriminations grounded therein. 

We would ask that this request be included in 
the records of the hearings being held by the 
Commission in Vancouver on August 13th, 1963. 

Enclosed please find a copy of the resolution 
on this matter, passed unanimously by the Convention, 
which met in Nanaimo on February 22nd, 1963. 

Yours truly, 
(Signed) R.F. Lane 
Secretary ‘ 
Social Service Committee 
Convention of Baptist 
Churches of British 


Columbia. 
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TORONTO, ONTARIO : - 


SOCIAL SERVICE COMMITTEE 


Convention of Baptist Churches of British Columbia 
RESOLUTION ON INCOME TAX 


Whereas Section 27 (2) of the Viens ok Act, 
‘granting exemption from the tax to members of 

religous orders who have taken the vow of perpetual 
poverty, is a denial of complete equality of religion 
to all Canadians without ci weieternage Cat or preference. 
And whereas ios Royal Commission on Taxation appointed 


by the Federal Government is meeting in Vancouver. 


Be it resolved that this Convention instruct its 
Christian Social Action Committee to present to 

the Commission a brief urging that Section 27 (2) 

of the Income Tax Act be deleted, for the purpose 

of removing the Sueouak aes abuses nee discrimina- 


tions grounded therein. 


The above resolution was passed unanimously 
at the annual session of the Convention of Baptist 
Churches of British Columbia, held at First Baptist 


Church in Nanaimo on February 22nd, 1963. 
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REPRESENTATION SUBMITTED BY: 
GEORGE J. SMITH, 


6240 Overstone Drive, 
West Vancouver, B.C. 


SUMMARY 
x BP, Building up the productivity of the Canadian 


economy and raising the standard of living should be a 


| 
| 
primary concern in reviewing Canada's taxation policies, 
as should the encouragement of greater investment of 
Canadian funds in industry. To accomplish these purposes 
steps must be taken to divert a greater portion of 
Canada's gross national expenditure from social capital 
to industrial capital and establish a tax structure under 
which both business and individual private citizens would 
have more money available and be encouraged to make a 
. greater investment in Canadian enterprises. 
a Money taken from Canadian business through | 
taxation to pay the cost of government or to be invested | 
in social capital is spent once and does not usually | 


generatesany cash return. The same money, however, 


retained in the business community and invested in new 
production, generates a new cash return of 50% per year | 
on the invested capital. Thus it will be seen that the 
idea that government spending stimulates our economy 
is an utter fallacy. The same money retained in the 
business community and guided into new investment through 


taxation policy, would be a far more lasting and effective 


factor in our economy. 


2 Business enterprises, including both management | 


and labour, are the sole sources of earning power for the | 
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Cenadian economy. The creative businessman, on the other 
hand, is the major energizing force. Because across 
Canada in turn requires an average of approximately 


$10,000.00 of investment per working employee (Ref. Gordon 


Report on Canada's EFeonomic Future) Creation of jobs | 
for our increasing population demands capital. There is | 
general belief that under the present tax structure we are| 
siphoning off so much money from business to be spent by | 
the Government for non-produetive purposes that the nation: 
is not generating the capital required for an expanding 
economy, with the result that we have had to rely unduly 
upon foreign investors to provide growth capital. This | 


would be less serious were such foreign investment evenly 


distributed among nationals of many countries rather than 
predominantly those of one naticn, bringing with it 
foreign management, foreign business connections and 
foreign based services, to the detriment of Canadians in 
general. 


4 As the sole source of earning power for the 


Canadian economy, a robust and vital business community 
is of major importance to all Canadians. It is important 
also that this business community be truly Canadian, its 
interests must be Canadian and it must possess no 

divided loyalties between our economy and any other. To 
ensure a high standard of living, nigh employment and 
prosperity it will be necessary for us to retain control 
of our own destiny and to ensure that business can obtain 
Canadian Funds for Canadian business development. 

on Canada is in serious danger of falling into the | 


| 
| 
position of becoming a financial colony of United States. | 
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Many people in Canada are concerned about this and realize 
that financial colonialism is no more palatable than the 
political colonialism from which we emerged over 100 years 
ago. It is believed that our present plight has been 


largely brought about by an unrealistic tax system. The 


writer also believes that if our present serious situation 
has been brought about by improper taxation it can, in : 
turn, be corrected by taxation designed to produce the 
desired results. 

6. Only those businesses controlled and managed 

by Canadians should be considered as Canadian and taxation 
should be plenned that would encourage businesses operatin 
in Canada under foreign control to become Canadian. 

Vz Although no measures should be taken which 
would discourage foreign investment in Canada, sale of 
larger Canadian companies to foreign owners should be 


discouraged and Canadian participation in ownership and 


| 
control of foreign companies' Canadian operations should | 
be stimulated. | 
Se Greater attention should be paid to. practices | 
which create unintended hardship for individuals and 
companies in payment of taxes. When it is clear that, 
in levying income or corporation taxes, capital is being | 
withdrawn which, if left within the firm, would conted anes 
directly to capital expansion and the creation of new 
employment, consideration should be given to means which 
would enable the taxpayer to retain use of that capital, 
or a large portion of it, through low cost loans. In the 


1 
long run this woulc irmrease the potential tax revenue and | 
do much to help growing profitable enterprises and create | 

| 
| 
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1] employment. | 
2 9. Loans made to business in order to replace 

3] money that has been paid out in taxes should be secured 

4) by a debenture or similar charge against the ua ceri | The 
5 Federal Government could then borrow money on the open 


6|. market against this collateral and, in turn, charge a | 


costs and give a slight profit. Interest to the borrower 
should, in turn, bear an increasing rate of interest to 


encourage either repayment of the loan or its replacement 


with capital from private sources. 


AO) A more realistic definition of 'profic" and 


| 
"depreciation" is required for tax purposes. sie 
profits are those monies which can be withdrawn from a 
business without impairing its ability to carry on normal. | 
productive improvement and take advantage of growth | 
opportunities. Cash profits of a kind that can be taken 

out of a business without impairing it are normally 
represented by dividends. Depreciation should provide | 


for funds to replace either worn out or absolescent | 


7| vate of interest to the borrower designed to pay for all 


equi,ment with a new and equivalent replacement. During 


recent years the new equipment has always cost more than | 
its previous counterpart. Consequently the funds provided 
| 


by depreciation normally fall short and must be augmented 
by borrowing. This type of depreciation is entirely 
unrealistic and creates an unwarranted burden on the 


productive portion of Canada's economy. 
GENERAL STATEMENT 


aa gt Texes presently are drawing off capital that 
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could better be applied in industrial expansion, to 


2|| increase productivity and employment. This taxation 


3 


4 


5 


6 


10 


11 


weakens businesses which must turn around and borrow money’ 
to carry out expansion programs which could, and should, 
have been financed out of earned surplus retained in the 
business. This money must often be borrowed at very oo 
rates of interest and constitutes a serious additional | 
cost to a growing business. 

baw At present businessmen must finance all we 
and improvement of productivity from that portion of 
income left after taxes or from borrowed money. This 


constitutes, in either case, a heavy drain for a young 


and growing business and as many businessmen have a low 


return on their labour after the urgent requirements of 


the business have been met they must eventually sell out 


for a capital gain to convert their earnings to cash, often 


to foreign investors. 


Bae No taxes, either Provincial or Federal, should 


be allowed to raise the cost of capital goods required 


f 


for industrial use in Canada. Such taxes as the Provincial 
Sales Tax (in British Columbia), Federal Sales Tax and 
Federal Import Duty applied on capital goods required for 


Canadian industry add not only to the cost of expansion 


but to the cost of goods produced, thus lessening the 
ability of domestic industry to compete not only in 


foreign markets but also in the domestic market, against 


imported goods. Such taxes are, in reality, taxes 
imposed against accumulated capital and as such do great 
harm as they actually consume the true seed of industry 


and by so doing do great harm to our economy. 
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Tax concessions should be made to those 
businesses which can prove both Canadian ownership (sixty 
per cent or more of total investment capital) and Canadian 
management control. This wold encourage foreign 
investors to convert a portion of their holdings into 
Canadian participation. Retroactive bonuses could be 
provided to such foreign-owned firms who converted owner- 
ship and management control within a specific period of 
time. Such firms would thereafter earn the same tax 
concession rate as any wholly-owned Canadian firm, which 
might result in the foreign investor receiving a yield 

on his investment equally as good as before converting 

a portion of his holding to Canadian ownership. 

aaa Tex situations, such as occasionally happenwith | 
Estate Tax assessments, which result in forced sale of a | 
business or a controlling block of stock to effect settle- 
ment, should be watched carefully to prevent the control 


and management of a Canadian enterprise from falling into 


foreign hands. In such instances provision should be made 
| 
for tax-payment extensions to allow the widest possible | 
offering of the business for sale to Canadian buyers, and : 
ensure the retention of Canadian control. | 
1G In such a case, consideration should be Let ni | 
to allowing the taxpayer to pay the tax and having pro- 
vision for its replacement through a Government loan of 
up to 100 per cent of the tax, at the going Bank of Canada 
interest rate, provided that there is competent management 


and that they will carry on the business under Canadian | 
control. Such a-loan should be secured by a debenture | 


and carry an increasing rate of interest to encourage its 
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replacement with private funds. 

bs ae The period of time during which the Income Tax 
Department can reassess the taxes on income should be 
reduced from the present 4 years to a maximum of 1 year, 


except where the Department is able to prove deliberate 


evasion attempts before a Court. The present practice of 
long deferred reassessments can work considerable ee 
upon a business when it finds itself reassessed several 
years later and the cash has been used for other purposes. 
Private businesses cannot re-open claims once accounts 
have been settled and are able to conclude their accounts 
and render charges quite promptly. There appears to be 

no practical reason why the Weed Tax Department could 


not be equally efficient as private enterprise. 


pha ot The onus should be on the Federal or any 
Government to define the tax laws so that they can be 
clearly understood and provide no room for ambiguity, and 
the Income Tax Department should work strictly within the 
Act as defined. If any reasonable doubt exists as to the 
interpretation of the Act full costs of court. proceedings | 
to define it should be borne by the Government and the 
taxpayer ivi should suffer a minimum of inconvenience). 
19. During a dispute between the Income Tax Depart- 
ment and a taxpayer the taxpayer should be able to go to 
Court so long as he pays the undisputed portion of the tax 
rather than, as presently required, the entire amount 
claimed by the Department. Under the pesent circumstances 
lack of liquid capital for such a deposit renders many 


businesses completely powerless to fight the whims of the 


TaxDepartment and must be virtually blackmailed into 
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1 accepting a deal that allows time payment. Such a situa- 

2] tion means that you are considered guilty until you prove 

3], yourself innocent, which is entirely contrary to British 

4% justice. 

5] 20. Income taxes are supposed to be levied against | 
6| profits and as profits, in turn, are supposed to come | 
7| after all other charges have been met there would seem to | 
8| be no valid reason why income taxes should not be bah iacia 


9] other than as an ordinary charge against a business rather 


10] than in the preferred position that they now hold. This | 
11] present position of the Department as a preferred creditor 
12| makes financing difficult when taxes are owing and in 

13] cases of bankruptcy works hardship on other businesses. 

14|| In cases of bankkruptcy where there are not sufficient 

15|| funds to meet the requirements of all creditors the 

16|| preferred position of the aie Tax Department means that 


17|| the funds collected are in reality a levy against the 


18] capital resources of the other creditors; creditors who 
19] are carrying on legitimate business and doing their share 


toward earning Canada's livelihood; creditors who in turn | 


are taxpayers and employers and for whom the Department 
is supposed to be a public servant. This is all grossly 
unfair and the writer believes that unpaid income taxes 
Should be considered as an ordinary charge rather than 
hold the preferred position that they now enjoy. 


eat 1 In cases of reassessment of income the Departmen 


interest charges from the date of the first filing of his 
tax form. The taxpayer must pay all of this before he can 


lodge an appeal even though the reassessment is simply a 


| 

| 

| 

automatically imposes upon the taxpayer a penalty plus | 
| 

| 

| 

{ 

| 
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whim of an individual tax assessor. On the other aca 

a taxpayer on overpaying his tax gets no interest from the 
Department for the use of the money which he has taken 
from his business. This is not equitable and indicates 
further instances of arbitrary action and lack of justice 
in dealings between the Tax Department and the taxpayer; 


it is about time such practices came to an end. 


1 
| 
| 
2 A more practical definition of "profit" and of | 
depreciation is required for tax purposes as the present | 
method can impair the capital position of a business. | 
Standard accounting practices today produce a “profit” 
which may disregard realities, but is adopted for taxatio | 
purposes. The true profit of a business is that surplus 
of earned income which can be withdrawn from the business, 
generally in the form of dividends, without harm to its | 
capital structure, without curtailing unreasonably its | 


potential for expansion and job creation through 


natural growth. 


a Depreciation oe be based upon the replace- 
ment value of the plant or equipment by its modern 
equivalent. In this way Canada's industrial plant would 
pe able to apply new technology and equipment more 
readily, thus improving its competitive position and 


productivity. Retention of out-moded equipment then 


seine emcees sa ss LO NOON Nn WHI Ws nn a 


would be practised only when there was a virtue in its 
retention and not simply a necessity forced upon manageme 
by tax policies which presently discourage, updating of 
equipment. For many years the same or equivalent 


equipment has almost always risen in price due to the 
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influence of inflation and the cost of progressive 


aren at een pais 


oan ; a) 

me wetstorriget Seeyegent of. nonsmevciqnt Eeotouomt | | 
{ 
} 
| 
f 


Ws fons, oreentens Bente yewof ong weble sf3 Id atece 
i wen ¢ d4be Of weaiee+ feu wd too mw acod wed of 


® 5 
aicl Io tua somewetlh edt. @ wien Boa slew F600 serigia 


sbens=l ai belforiace Gee benwo avecleva YR: As 


~ 


' > i. ih én . af ict pene " 
+8 voeiirrt vos y) eh eo. 4 bee | 4 im: QO G@ a6 Cc i sale a 
‘ ‘ 
5 
2) ‘ r + § 
teste etervetsoos bindw deide esdes seospomi wot ylielotat f¢ 
; Lf 
mi hlaqg @exraly ef? to Iie «% woalz { : fa ‘ & ,Uee ‘4 
=~ i 
b 
Caveizangush o¢ oo of Seti G .ethev : * eo ¥ Way | 
+ * { > ; _— ‘ > i] . : 
beri yiividas ¢' nemeas ywhlwd a 1 eit Tee 
{ 
wert? 4 mt 6 c 1 r | é 
: rt as : a red bey 
. ~ go 
tetiqes Startt of mov 2 ig * riixittw bes 
4 t ‘ ’ \ \ al 
bas ere 4 bs am , ‘ s 
t fl 
mol ¢ £ wd A A » bed vi els 4 ot 
hi 
~ ’ 
Fs i i C ers 
are v wld : : * ‘ 
- J 4 ‘ oa 
& rir é ey } yw ts 
ti 
eiquie . start peru 
| 
* > tan 
pidaivoazg i ar 
’ = ‘ ‘ , 
' re ; 2 w 7 
. 
: i i nD | =jtss | t 4 | ii z $ 1% ; q 
: ® - < ‘ ‘ 
am * % - } ; J | . 
) 
| bewos ls of of at weet iaives at Pies w ie : 
. » *  ————— 3 oa ‘ % - oe 4 é 
a1¢¢ 2854 nev] & sf mo Ji i: Gu ~ 
> « . ~; y - mrt » ta om | o> eee 
| htag yisotie ears : eEanittek ewe sten} fas 
' ' ” siete i ebehh eins , 
} Tes ee ¢ f Gg ov *4 pew: q i) 397 & ad re 2 4 % 
i 
- ti. - i + Pee 0 y ‘a¢ f par 
[emleevio wg ey Ape wbtvtinn: zo? eots od biueda Let 
cw >) 
A . . s ¢ . errs 4 z AD 
ni wee? teeta Toko eUovisaleu's yolse onw asjolwe 10f 
‘ 


So eunlsgrere «13 epetess 09 bewolle sd Elva ,pH. 


ates? 


> 7 ye <6 ee e+ eee. 
an | 7 


- 
- a & so 
* od 7 : 
me g 7 
a ’ 1 ve 


ANGUS, STONEHOUSE & CO. LTD. 
TORONTO. ONTARIO 10 


technical improvements. The taxpayer depreciates on the 
basis of the older and lower priced equipment and after 
it has been worn out he must replace it with a new 
higher cost unit and make up the difference pa of his 
tax paid earnings or through borrowing. 

| oh, Any business owned and controlled in Canada 

| should be able to borrow back from the government at 
initially low interest rates which would accelerate each 
year, a substantial portion or all of the taxes paid in 
any one or more years, provided it could be demonstrated 
that the firm's or individual businessman's activity had 
been expanding at a considerable rate and that the 
withdrawal of the tax payment from the firm's capital 
would prevent necessary or desirable expansion. Sum 
borrowing should be made available through a commission 
ee to the Industrial Development Bank. 


25. Recognition must be given to the fact that some 


consistent one. Where a business can demonstrate, simply, 
that the profit during any given period is appreciably 
out of line with profit in preceding years and during 
the foreseeable future, provision should be made for 
that business to average out its profit over the inter- 
vening lean years. This revision should also be allowed 
to be carried out on declared profits from past years 
(say 5) so that unrealistically heavy taxes already paid 
could be reclaimed for business purposes. The same 
should be true for individuals such es professional 
athletes who enjoy a relatively brief career. They, in 


turn, should be allowed to average the earnings of their 


| 
| 
businesses enjoy a cyclic profit pattern rather than a | 
| 
| 
| 
| 
it 
| 
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highly productive years over their entire lifetime. 


Resptfully submitted, 


George J. Smith. 
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BRIEF from:- 


INCORPORATED: - 


COMMENCED BUSINESS :- 


. OBJECTS OF COMPANY: - 


REASON FOR THIS 
SUBMISSION. 


ae uh ta 
LINDSAY MODELS and METALCRAFTS, 
LID.:, 


Regd. Office - 2067 Kings Ave., 
WEST VANCOUVER, 
BG. 
phone 922-2966 


Studio-Workshop- 1627, Garden 
Ave., 
NORTH VANCOUVER, 
B,C. 
phone 988-5751. 


August 1958. 


June 1959. 


(a) To make scale models for 
sales promotion, display 
and similar needs. 

(b) To assist consulting 
engineers in their 
preparation of three- 


dimensional studies. 


That, in our opinion, Sales 
Tax of 11% applied to our 
TIME by Department of Revenue 


in item (bv) above is erroneous. 
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5. FOREWORD. 

There have been considerable engineering 
advances in recent years. Our cave canaries 
primary industries are availaing themselves, 
for example, of new stainless steels to reduce 
maintenance costs. Initial cost of plants is 
much greater, and to curb this first overhead 
the tendency is to design in more compact form. 
Plants become more complex with the corollary that 
engineering and engineering drawings are becoming 
more complex. It ‘s well known and, until recently, 
accepted that impromptu and sometimes expensive 
modifications will have to be made in the field 
during construction because some aesign feature 
has not been fully appreciated on the two- dimen- 
sional blue-print. 

6. MODERN ATTEMPT TO COMBAT PROBLEMS OF 5 ABOVE. 

It was recognised in the U.S. shortly after 
World War II that some complexities of plant design 
could only be properly understood and resolved by 
generating ideas in three dimensions™ Some leading 
U.S. design firms such as M. W. Kellogg Co., Fluor 
Corporation, Bechtel and others established such a 
broader avproach to designing and develoved a technique 
of using standard scale oieces to represent different 
items of machinery, piping and so on. These items 
were differently coloured for identification and so 
made that only a push fit was needed to fit them 
together. This simple and rapid assembly method 


enabled designers and draughtsmen to translate flow 
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1 6, sheets and design images to a form of drawing 

2 in three-dimensions. (I can give you a sixty 

3 seconds! demonstration of this and other processes 

4 on the table before you when we meet in Vancouver) 

a from which can be illustrated, much more effectively, 
6 space, feasability of construction, convenience of 
7| maintenance, etc. Not only are the efforts of 

8 mechanical, electrical, structural and other 

9 engineers better co-ordinated, but the owner himself 
10 is acquainted more realistically with the design. 

11 Several suoply houses in the U.S. set up to meet 

12 “ne demand from engineering staffs for these aids 

13 with the result that engineering consultants can 

14 now do more efficient work on problems. 

15| 7, REPORT ON PRACTICAL EXPERIENCES OF 5 and 6. 

16| In 1952 Imperial Chemical Industries in the 
17 U.K. made available to their design office model kits - 
18 a kind of specialised Meccano set - as an aid to 

19 their engineers. As a result of encouraging ex- 

20 neriences the system was improved in 1956 and 

21 according to the assistant chief engineer , Mr. 

22 Ll, Marsden, "is now in wide vse in all our design 

23 offices and works. It costs about 100 Pounds per 

24 sae These kits have made considerable savings in 
25 design effort.” Quoting Mr. Marsden again Vine ole 
26 recent cases where viping models have been ee 
pa | there has been an overall saving of piping design 

28 costs of about 10% in addition to appreciable 

p48) savings in time." Again, “one job involving a 


30 very complicated pipe bridge alteration would have 
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1 7. {Conta 


2 been almost impossible to show changes on 4 drawing; 
3 a simple 20 Pounds model was Sea and the whole 

4 job completed from the model with no drawings 

S| eee aa This and more detailed and technical 

6 information was given by Mr. Marsden to the Mersey- 
7| side and North Wales Branch of the Chartered 

8 Mechanical Engineers of Great Britain. 

9 In this same context it is worth recording 

10 that Mr. Michael Starr, Minister of Labour in 1962 ° 
11 called for greater efficiency in industry and 

42 through the Canadian National Productivity Council 
13 invited Mr. R. M. Currie, C.B.E., who is head of the 
14 the Central Work Study Department of Imperial Chemical 
15 Industries and President of the European Work Study 
16 Federation, to tell Canadians something of his - 

17 Mr. Currie's - achievements. Mr. Currie was able 
18 to tell Canadians that "Imperial Chemical Industries 
19 has, through work study and other means, increased 
20 productivity in the last fifteen years three times 
21 greater than that of Britain as a whole”. Some 

22 of his other remarks in the same press interview 

23 are of equal significance to this brief. "Canada 

24 runs the risk of being left behind unless she adapts 
25 herself to world-wide markets". "By reducing human 
26 effort, capital --- we can increase employment”. 

27 "It is common sense a little more highly developed 
28 and involves intense analysis of facts, not opinions 
29 or ideas sanctified by antiquity”. In part, the 


30 three-dimensional design approach has contributed 
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#.(Gouts} 
to his company's Ba ee Similar confirmation 
of cost cutting has been available from articles 
in American trade papers the past ten years. 
8. LINDSAY MODELS APPROACH TO BRITISH COLUMBIA'S 
REQUIREMENTS. 
Knowing that no company in Western Canada 
was large or diversified enough tocaustity 
installation of a separate department to handle 
these new ideas we incorporated in 1958 with the 
prime purpose of supplying the tripartite need of 
(a) a professional engineering background, 
(b)a practical journeyman's know-how, and 
(c) an inborn natural dexterity in handling 
miniatures. 
Our services are supplied and paid for on 
an hourly basis. Material, usually of insignificant 
value, has been billed to consultant or owner at 
cost, or near cost, plus 11% Sales Tax. Three 
months after commencing in business we were retained 
by the Canadian subsidiary of a prominent American 
member of the pulp and paper industry to assist in 
design using the technique outlined in (6). Apparently 
this design system had been used effectively by the 
parent U.S. Company. Almost immediately following 
termination of that contract we were poe ied by 
two prominent B. C. concerns, with the result that 
we - a staff of fovr - worked almost steadily and 
exclusively for two years on pulp and paper expansion, 


Our total income for these services would be about $25,000. 
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9, FEDERAL SALES TAX APPLICATION. 

At this stage the Department of National 
Revenue ruled that all this work was subject to 
Federal Sales Tax. We have not done one cent worth 
of work for this industry since and have reduced 
staff to one assistant. Some of the comments from 
our clients don't look very well on paper but the 
inference is they are very reluctant to submit to 
horse and buggy legislation and think we - LINDSAY 
MODELS - might do well to succumb to the blandishments 
of American business men to transfer our abilities 
and progressive ideas to the U.S. Incidentally, we 
had already turned down a suggested contract with a 
U.S. model consultant which would have placed us in 
an agency position prohibiting our operating in 
Canada so that American staff could be imported to 
undertake the actual design services! While we, 
our legal advisers LadnerDowns Ladner Locke Clarke & 
Lenox, our acoountants Winspear Hamilton Anderson 
& Co., our clients such as MacMillan Bloedel & Powell 
River, Celgar, etc., and numerous professional 
engineering-consultants all feel our work is 
INTERPRETIVE" - a drawing in 3-D so to speak - and 
in no way creative, the Department of National Revenue 
say they are “lacking statutory or administrative 
authority to exempt design models from tax and find 
it necessary to advise you *hese GOODS (our capitals) 
are subject to tax”. Quoted from letter 27.12.62, 
Mr. D. Sim, Deputy Minister of National Revenue. So 
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9. (Contd. ) 

strivping down, re-assembling on trial and error, 
stripping down ad lib, making amendments and 
corrections and modifying design is taxable. 
Following representations in April 1962, however, 

we had elicited from the Department (their letter 
4/6/62) a modification of their original stand, to 
wit, that where the client supplied the material 

our time would not be taxed. If we supplied the 
material our time would be taxed. Shall we ask our 
client to go into the store to make the purchases 
while we hide surreptitiously round the corner? It 
seems to us an official suggestion as to how to beat 
the rap. If this comic situation were not enough 
we nave the ludicrous anomaly of clients' engineers 
working beside us, their time being sales tax 

exemot while the Deoartment of Revenue insists that 
our time must be surcharged 11%. This is legislation 
going mad and killing Reason itself. 

10. CONCLUSIONS. 

Already new design processes are being invented 
in England and Italy, using a model as the basic 
requirement (with specialised camera and photogrammetry 
equipment). It is not inconceivable that our laborious 
drafting methods presently used will be subjects for 
museums and history books. But even the first 
progressive step in this emancipation is not recognised 
in Canadian legislation. We have the impression that 
it is useless to debate with the Department along 


commonsense and business-like lines. There is 
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10. (contd.) 

no concession to anything outside the hermetically 
sealed legislation on the statute book. Perhaps we 
should have said we were "consultants" as similar 
American concerns do but having used the word "model" 
appears. We hesitated to burden the Commission with 
our circumstances which must be small beside some 

of this country's other problems and inequalities, 

put surely it is time for one small man and his 
business to speak up egainst a kind of Mad Hatter's 

Tea Party doctrine. We reminded Mr. Sim of 
Disraeli's counsel “Legislation matters less than 
administration", but the answer, if we may be 

pardoned some bitterness, was in essence "you will 
understand it is my responsibility not to exceed 

the Department's lack of responsibility”. Let us 
fervently hope that something will be done to implemen 
that part of the speech from the throne, 16th May 
1963, “To seek out with imagination new paths". Here 
is one instance where our tax legislation brings disrepute 
to those empowered to administer it. We welcome 

the chance to break out of the husk of impotence 

which surrounds most citizens in such situations and 
look forward to conversing with the distinguished 


members of the Commission. 
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Qo . >rotection from Unfair Competition 
6, 2 - Realistic Approach Concerning Expense Accounts 
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1, Flexible Formula for Economic Growth 


Permit business to set aside a percentage of 
their taxable income as an investment reserve. When 
she Government wishes to bolster the economy, they could 
permit the release of reserve funds for expansion and 
renovation orojects. This also has the effect of creatin 
more employment when it is erry Such a plan would 
also motivate an improy 2d liaison between business and 
government. 

This plan is used with success in Sweden where 
business can declare up to forty percent of their taxable 
income as an investment reserve. If the government. 
wants to stimulate private investment, it notifies 
business that they can get back their frozen funds, 
provided they put up slightly more than half of the money 
needed to finance particular investment Srojects. The 
business may use matching funds out of their own invest- 
ment reserve or borrow funds. This policy has tended to 
eliminate recessive economic slumps which are a problem 
in Canada. 

uch a plan has special advantages to the Hotel 
Industry. The more discriminating tastes of the travel- 
ling pate make it imperative that htoel properties 
maintain all that is new in facilities and service. 
What was acceptable to the public last year does not 
always merit their acceptance this year. The front door 
to the community - the Hotel - is the first to feel the 
pressures of the rising revolution of expectations in 
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The availability of such an investment reserve 


2 | for the hotel industry would help us equal the Pine 
| 


3] facilities which are available in other countries of the 


| 
| 
| 
‘| World. Fine facilities are a potent force in maintaining 
| 
| a favourable balance of payments for Canada. Foreign 
| 


‘ visitors to our country last year spent five hundred and 
7| sixty million dollars. Full co-operation between the 

8] Accommodation Industry and Governments could double 

9| this figure in less than a decade. 
; 2, Protection From Unfair Competition 

11 Tax’ exempt establishments are brazenly adver- 
: tising for public patronage at luncheons, banquets, 

" dances and conferences; instead of limiting their 

141 services to their own membership. These are: 

15 (a) Private and Fraternal Clubs 

16 (ob) Veterans Clubs and Legions 

17 The "non profit’ aspect of their initial 


ane rere 


| 
18| intention or purpose has long since lost its true mearring. 
19] Many actively solicit business from non members and ave 
20) thus able to provide new and expanding facilities in 

| competition with hotels whose tax burden makes it impos- 
22) sible for them te compete. Clubs are even established 

| where the need is doubtful. ‘ 


This unfair competition forces a hotel which 


realty and income taxes to compete with a 
oo club for gsroup business. A growing source of revenue 
27 for clubs is obtained by catering to the public, simply 
28|| because a member of the club, happens to be a member 


29| of the outside group to whom they are catering. 
30 
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1| Veterans clubs and legions are causing more and 
2) more concern. Bingo, although illegal, is openly adver- 
3| tised and outside membership is actively solicited. One 
4| would anticipate that as we progress farther and farther 
5 away from the last war that veterans clubs would tend 

6| s40 diminish in numbers. The contrary, however, is the 
7 cage. The growth of new licensed clubs, established in 
| Locations where heretofore there were none, goes on at 
9 a steady pace. 

* we recommend that all non-profit, tax exempt 


11| organizations, clubs and associations, should be 

12| compelled to incorporate under the Companies Act. Such 
13| a oolicy would make necessary the filing of a complete 

14| financial statement which would show the state of surplus 


15|| es and real property assets. 


i Realistic Approach Concerning Expense Accounts for 
j Commercial Travellers as well as Convention and 
‘ Sales Meetings. 
19 | 

Let us not tax our conventions and sales 
* meetings into impotence. Our nation has grown <tocee 
‘ because of our well-developed communications through 
7 meetings and exhibits. Imagine the cost to the nation 
“i if new developments in industry and the professions 
“| could not be rapidly spread through our established 
‘ conventions and trade shows. 
a Conventions are not fun. Sales meetings are 
s not outings. They are hard serious events. They are 
af part of our economy - a part that has contributed to our 


nation's economic strength. 
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| 
| 
| 
| 


Our Conventions, sales meetings and trade 
shows make us different from the nations abroad. These 
events reflect a difference in the way we ds business, 
educate ourselves and share our knowledge. Foreign 
nations have not had the advantage of our type of 
PERN HRT and sales meetings. Only recently have they 
adopted what has been a strengthening factor in our 
economy. Let us not lose this advantage in the name of 
tax reform! 
4, Equipment Write-Off 

The component parts of buildings, such as air 
conditioning equipments, heating equipments, elevators 
and escalators, are permitted a write-off allowance at 
the same rate as that which applies to the structure 
proper. Experience within the industry has shown that 
this rate is not adequate. Such component parts as have 


been described above should be permitted a class 8 write- 


off of 20%. Similarly, it is suggested that expenditures 
for carpeting in the accommodation industry be permitted 


an allowance of 20% per annum on the straight line basis. | 


‘ 


Tax legislation in such matters should be clearly 


defined and subject to interpretation and adjudication 


The polic, of utwnest secrecy in budget 


preparation is out of date. There is an apparent need 


a ee 


for greater discussion within the various government 
departments. Consultation with important segments of 


the business community could prove helpful in determining 
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1} volicy. Final conclusions reached by Government could 
2| be kept secret where advance information would offer 


3| unfair advantage. 


8] July, 1963 
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February 13, 1963 
SUBMISSION BY G. MAXWELL BELL, 830 10th Ave, SS... 
Calgary, Alberta. 


TO THE ROYAL COMMISSION ON TAXATION 


Bh Lack of definition in the Canadian Tax Act of 
1949, as it applies to Personal Income Tax, creates 
inequities, and discourages the productive use of the 
resources and energies of our citizens. 

as The arbitrary attitude of the Department, 
because of the indefinite nature of the Tax Act, puts the 
tax payer in a most unfair position by making him seek 
the courts for decision, while interest continues on 
"Max Arrears", and non-deductible court costs mount, 

Ss It is recommended that the issue of capital 
ond income be more clearly defined, and that in so doing 
a capital increment tax be considered, and further, that 


if a matter of tax application requires court interpre- 


tation, at least pending the hearing, the levy of interest 


be suspended, and part of the tax payer's cost should be 
a charge against income, 

4, The present policy discourages citizen 
participation, particularly in the natural resources 
development of Canada. In order to provide Canadians 
the same opportunity as foreigners, it is recommended 
that the tax laws be revised so that in the designated 
resource developments loss experiences can be charged 
against personal income. 

De The recent proposed legislation permitting 


additional write offs in the oil and gas industry, by 
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tion in this resource development in Canada. Presently 


the individual can not charge any of these costs against 
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his income, yet if the burden of development costs get 
too great, or for any other reason the individual wishes 
to dispose of such property, the realization must be 
taken into income for tax purposes, This circumstance 


widens the difference between foreigners and citizens, 


in favour of foreigners, in the participation by Canadian 
individuals in these resources, 

6, It is recommended that a time test be consider- 
ed as to what might constitute capital increment in this 
activity by Canadian individuals, 

ae It is observed that the tax collection 
department employs the "rationale of cast" against 
realization, The injustices are apparent. In the tests 
of “adventure in the nature of trade", or intent, if 
applied for instance to stock market transactions, 


practically all gains would be taxable, but the department | 


admits that the clerical and other costs make it improvi- 


dent, Yet the same tests applied to other circumstances 
result in assessments, A capital gains tax would, toa 
considerable degree, remove this inequity. 

oe Le (Le suggested that there be a reappraisal of 
the sales tax, the elimination of most of the exemptions, 
and an increase in rate with the remission of a similar 
amount that this remission would yield, to the lower 
income groups, and that this would provide an economic 


penefit to the community. 
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Corporate taxation -- since the commission will 


2 be inundated with statistics and opinions for revisions 
of the Tax Act as applied to business, we would limit 

our comments to the consideration of a more accelerated 
depreciation in plant and equipment, with some amortiza- 
tion provisinn for land costs, in order that capital may 
be reclaimed as quickly as possible to provide greater 
sources of domestically owned capital. Should subsequent 
sale of any depreciated item result in gains above costs, 
the present practice of calculating out the depreciation 
previously allowed would preclude retainable profits at 
the expense of taxation, 

ice Some classifications of corporate business in 
Canada would seem to get favorable tax treatment at the 
expense of the rest of the business community, Included 
here are co-ops, insurance companies, and commercial 
panks. Insurance companies only pay income tax on profits 
set aside for distribution. Thus, actuarial gains are 
permitted to remain intact and are compounding interest 
on what might be considered legitimate profit, upon which 
tax should be paid. Similarly, commercial banks are 
permit ted hidden reserves, vhich Mr, Fleming in his budget 
speech of last spring stated was six percent. If this 

is so, commercial banks are permitted reserves beyond 

the norm which enjoy the benefits of producing interest, 
and taxable only to the extent these reserves generate 
interest. Thus, these businesses are permitted non- 
taxable allowances, thereby creating a discriminatory 

tax burden on the rest of the business community. 
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income, the effect of a capital gains tax, or speculative 
zains tax as it is defined in the te might yeild $25 
million. A capital gains tax in the U.S. in 1960 
produced approximately one billion dollars, It has been 
stated that if the rate were reduced to ten percent, it 
might produce as much as five billion dollars. 

a The department contends that the cost of 
collection would far exceed any rea’ization. This is 
hard to believe when one observes the tremendous 
organization the department has at its command, 

ioe If the sales tax were increased twenty percent, 
it would appear that approximately $200 million would be 
produced. This would permit the elimination of some one 
and a half million income tax payers and still produce 


enough surplus to substantially reduce the rates of tax 


17|| in the extreme upper brackets. The $160 million thus 

18] saved by the lower income groups would immediately go into 
19] the consumer goods part of the economy, sales tax would 

20], ©e realized, and some stimulus in the consumer goods 

21|| market could be anticipated. The relief in the upper 

22 income rances would, to a considerable extent, go into 

23| the capital field,. or natural resources development. 


the considerations and acknowledging the necessity for 
| 


14, An earlier commission expressed the view that 
increaged cales tax would have a debilitating effect on 
the economy. The $200 million spread over the approxi- 
mate $30 billion of wages, would hardly constitute a 
serious obstacle to the consumer spending area of the 
economy, The departmental relief from attending to over 


one and a half million tax payers could be directed to 
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ANGUS. STONEHOUSE & CO. LTD. 
TORONTO, ONTARIO 


ON 


1| operational savings and collection of the capital gains 


Qi) levy suggested above. 
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A ee As one who has had some experience in applying 
personal resources toward developments in Canada, and 
having associated with others in similar pursuits, let 
me say that the arbitrary attitude of the department 
resulting from lack of definition in the Act, and 
permitting other interpretation than that generally held 
by the accounting and legal professions, is undoubtedly 
holding back a great Canadian potential in the domestic 


development of many Canadian resources, 


ANGUS. STONEHOUSE © CO. LTO. os ee 
1 USED OHS March 12, 1963 
2203 Queens Ave., 

2 Sidney, B.C. 
P 
4 The Chairman, 

Royal Commission on Taxation. 
5 
6 Dear Sir, 
7 As a result of a divorcé action, I support 
8 two children who are now residing with their 
9 mother in the United States. 
10 I send $84.00 each month for the maintenance 
11 of these children. 
12 As a result of a 15% Non Resident Tax on 
13 exported money by the Federal Government, this 
14 sum is reduced by $12.06 before it is transferred. 
15 There is of course a further reduction of 
16 8% on this amount, being the premium on our 
17 devalued dollar. 
18 This reduces the maintenance a further 
19 $5.75 approximately. 
20 Therefor2 an outlay of $84.00 by me, for 
21 the welfare of my children, amounts to about 
22 $65.65 benefit to them. It appears quite 
23 unjust to me, when the portion of my wages that 
24 are earned for the maintenance of my children 
25 is penalized to the sum of 23%. 
26 If the prime concern of the Supreme Court 
27 is to ensure justice and well being for children 
28 | under divorce circumstances, and rightly so. 
29 Why then, may I ask, is this feature of 


30 no concern to the Department of Taxation? 
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ANGUS, STONEHOUSE & CO. LTD. 2 
TORONTO, ONTARIO oad 


They are in fact, taking unfair advantage 
of anyone who endeavours to be a responsible parent. 

While nothing can be done at present about 
the 8% exchange, I feel that something should very 
definitely be done about this 15% Non Resident 
Tax, when money is exported solely for the 
purpose of child maintenance, 

I strongly recommend to you, that money for 
the support of children only, should not be 
subjected to this 15% Tax, and sincerely hope 
that you will also concur. 


Yours Truly, 


Norman L. Hicks. 
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